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ACRONYMS

Dhibao Minimum Living Guaraniee Program

FG (Wubao) Five Guarantees Scheme

Tekun Chinese Pronunciation of “Specific Vulnerable Groups™

Three MNo's People with no ability to work, no source of income and ne statutory
| guardians to pravide for them

IRSA Interim Regulations on Social Assistance

EMLGUR | Regulation of Minimum Livelithood Guarantee for Urban Residents

CERMLG : Circulars on the Establishment of Rural Mimimum Livehhood Guarantee

OFSIWRMLG I Opiniens on Further Strengthening and Improving the Work of Rural
- Minimum Livelihood Guarantee

MOHRSS Ministry of Human Resources and Social Security

MOCA Ministry of Civil Affairs

MOHURC Ministry of Housing and Urban and Rural Construction

Hukou | Household Registration

BACKGROUND

China's social assistance system has been developing and changing constantly since the maove
to a market cconomy in the 1980s. Until the” Interim Measures on Social Assistance
{IMSA)™ was issued by the State Council, China already had an assistance system with eight
branches that included Dibao, Special Vulnerable Groups Assistance (Tekun), Disaster
Assistance, Medical Assistance, Education Assistance, Housing Assistance, Employment
Assistance and Temporary Assistance. These social assistance programs were changed at
different times as China’s social economic status developed, especially the number of
beneficiaries. For example, the Urban Dibao Program only covered 849,000 urban residents
by 1996 In 1999, the State Council promulgated “The Regulation of Minimum Living
Guarantee for Urban Residents (RMLGUR) leading to a rapid increase in coverage. The
number of beneficiaics in the Urban Dibao Program was 2,659 million in 1999, The number
then rapidly increased to 20.647 million in 2002, basically guaranteeing that all poor people
in urban areas would receive a minimum guaranteed level of support.

Since then, the Dibao program has entered a stage of consolidation and further improvement.
I The beneficiary numbers began to decline in 2009, In 2015 only 17.011 million people

! Cruan Mvsheng, “The Urban Minioyum Living Guarastes Program Achieved 1o Cover all e People Who alsould be
Covered { YingBaosinBeo)," Econamic Dauly, 2002-7-26.
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remained in the program, about 72.52% of the number participating in 2009, The number of
beneficiaries under the Rural Dibao Program was 3.046 million in 2001, The number of
heneficiaries has risen every year since then peaking at 53 .88 million beneficiaries in 2013,
The numbers have graduvally declined in recent years. The Rural Five Guarantees Scheme
{Wubao) was established in 1958, covering those who have no ability to work, no source of
income and no statutory  puardians (the Three No's) in rural areas. The number of
beneficiaries under the Wubao scheme was basically stable from 1996 to 2015, although
there were fluctuations during this period (see figure 1).

Figure 1: Beneficiaries under the Urban Dibao, Rural Dibao and Rural Wubao from 1996 to
2015
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Source: Statistical Report on Civil Affairs (1996-2008) and Statistical Report on Social
Service from 1996-2015, by Ministry of  Civil Affairs, PRC.

http:/fews, mea, gov.enarticle/tjbg!, 20017-2-19.

The number of persons covered under the Medical Assistance Program has inercased
constantly. The total beneficiaries of Urban and Rural Medical Assistance was 9.694 million
in 2005, This number then suddenly increased to 52.718 million in 2008 and since then the
number has been rising almost every year, It reached 95,238 million in 2015, The coverage of
Urban and Rural Temporary Assistance is relatively stable. The toral number of participants
in the Urban and Rural Temporary Assistance program was 7.667 million households in 2000,
Since then it has reduced to 6.554 millien houscholds in 201 S(sce fgure 2).
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Figure 2: Beneficiaries of Medical Assistance and Temporary Assistance - 20035 to 2015
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Source; Same as Table 1.

Why has the number of beneficiaries in the urban and rural Dibao programs been declining
while the medical assistance increasing significantly in recent vears? Is it because the poverty
situation has been alleviated, the eligibility criteria has changed, or the targeting system has
become unreliable? The poal of the Urban and Rural Social Assistance Svstem is o guarantee
all persons who should be guaranteed (¥FingBaoJdingBae). The Government is also making
great effort to solve the procedural problems of social assistance system. This article will
analyse the situation and the existing problems from eligibility criteria, administrative
procedure and targeting prectice dimensions, and then suggest the optimal strategy for the
Chinese social assistance system.

1. ELIGIRILITY CRITERIA FOR THE SOCIAL ASSISTANCE SYSTEM IN
CHINA

1.1 Literature Review on Eligibility Criteria for Social Assistance

There is a lot of international literature on social assistance eligibility criteria. This can be
divided into two categories. The first category is the discussion on the construction and use of
cligibility ¢riteria, Based on the experience of a Hungarian non-govemmental agency,
Futhlandaw, David and Talvigas constructed a model for the eligibility criteria for a cash
assistance program where valnerability was taken as a key concept. This model is proposed
for the benefit and dignity of those in need. 2 Another research document focused on the
manipulation of a social program's eligibility. Camacho and Conover found that there was
strategic behaviour by some local politicians by timing of the household interviews around
the time of local elections, There was corrupt behaviour with the sudden emergence of a
sharp discontinuity in the score density, exactly at the eligibility threshold. This coincided
with the release of the score algorithm to local officials. The second is policy effect of social
pesistance related to eligihility criteria. Anderson et al, examined the characteristics of State
General Aszistance (SGA) programs across several program dimensions— eligibility criteria,

2 Ruthladan, David Guitmann and Katalin Talyigas, “Eligibility Criteria for Cash Assistance for Older and Disabled
People in Hungary: A Model for Countries in Passsge from a Planned w a Market Beonomy™,  The Britisk Sowrnal of Social
Work, Vol 28, Mo, 2, 19498, pp. 2332406,
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work requirements, time limits, administrative arrangements and cascloads. They found that
cascloads declined as a result of the tiphtening of eligibility requirements for people
considerad employable from 1989 w 1998, Cunningham examined whether the procedures
for determining Aid to Families with Dependent Children (AFDC) and its eligibility criteria
were effective in ensuring that error was minimized and that poverty was reduced by using a
two procedure model. The result showed that States with a greater eligitnlity procedures
{those closely rescmbled the agency verification model) had lower rates of error in 1973 ¢
Alderman investigates how well the Albanian social assistance program is targeted to the
poor. The result shows that social assistance in Albania is fairly well tarpeted, Nevertheless,
the system is hampered by the absence of clear, objective critenon to defermine the siee of
grants from the central government to communes as well as limited information that could be
used to implement this criterion,

There are a great number of discussions on social assistance chgibility enteria in the Chinese
media, while there iz only a small number of academic research papers in China. Yang
analysed the problems of eligbility checking in the Dibao program in Begjing, He suggesied
the professional level should be improved in the process of houschold income checking. ®
Jin's study focussed on the Medical Ald eligibility erteria in Shanxi province, Chongging
provines and Gansu provinee in China. All the three provinces signilicantly paid allention lo
health, per capita labour cash income and family children in the process of gualification
determination. MNevertheless, the Medical Aid program did not cover the most impoverished
group in Shanxi provinee which was different 1o the other two provinees,

1.2 Eligibility Criteria for Social Assistance, Social Welfare and Rural Poverty
Alleviation

[n China. there are two social policies that are similar to social assistance. namely social
welfare and rural poverty alleviation, All the three of these policies target the poor or low
inceme growps and sometimes the beneficiaries overlap with each other, Therefore, in order
to understand the targeting objective of the social assistance systemn, it is necessary to
disringuish the eligibility criteria for these three social policies.

Since the goals of the three policics are - different, they differ in terms of cligibility and
targeting. The social assistance is a system under which the State shall provide money or
services in accordance with the legal procedures when a citizen 15 unable to maintain the
lowest living standard because of various reasons, From the perspective of cligibility, those
who lack the basic living conditions on account of poverty are the beneficiaries of social
assistance. Therefore, the aim of social assistance targeting is o identify who should be
considered by society to be upable to maintain the lowest living standard, As for the targeting
method, the social assistance proram needs to identify the poorest people, so all the social
assistance project requires s a checking of the family economic status of the applicant (also
known as the "Means Test™),

Social welfare has specific connotations in the Chinese context, Sccial wellare in the broadest

sense 15 8 kKind of msntutional arrangement to ensure that social welfare recipients have a
better material and spiritual life. The narrowest sense of social welfare, also known as civil

Yeven G, Anderson, Anthany P. Halter and Brian 8. Ciryelak, "Clangmg Safery Met of Last Resort Downstang Cheneral
Agsistance for Employabie Adults", Social Work, Vol 47, No. 3. 2002, pp. 249-258,

* Mary Cunwingharm, "Eligibility procedures for AFDMC®, Bocial Woek, Vol 22, No. 1 1977, pp. 21-26,

“ung Shon-ge," The Slandardization of the Quali fication Awditing fer the Minmmum Subsistence in Beliing”, Social Science
af Beffing, Mo 3, 2011, pp. 57-62

flin Clengwu, "Qualiffcation of medical aid: the mvestigation of medical VI project”, Rescarch on Fissneial and
Eeonomic [ssue, Vol 278, No |, 2007, pp. 29-36,

140
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affairs welfare (Minzheng welfare), generally refers to the social support provided by the
Civil Affairs Department of the Government to protect specific groups of the population. The
target proups of social welfare are groups with a specific population characteristic, such as
the elderly, the disabled and children. The targeting of social welfare is mainly based on
demographic characteristics instead of economic conditions. It is relatively easy to determine
the demographic characteristics, For example, the targeting of weltare for the elderly and
welfare for children is based on age, and the identification of the real age of a person is casy.
The determination of disability welfare is usually based on a medical standard. Because
vulnerable groups such as older persons, disabled persons and children are often the poor
groups, the targets of the social welfare program always overlaps with those of the social
assistance program.

From the peint of view of the poliey’s goal, rural poverty alleviation is very different from
social assistance and social welfare. Social assistance and social welfare are typically social
policies to improve people’s livelihoods by providing cash, goods or services. However, the
rural poverly alleviation policy is a typical economic policy which emphasizes thal the
beneficiary should participate in cconomic production to realize the anti-poverty goal.

The early poverty alleviation policy was to motivate the poor o get out of the poverty or to
alleviate poverty through regional economic development, This mainly focused on cconomic
growth. In recent years, the rual poverty alleviation program implemented by the State is very
different from the regional economic development program of the past. It is to achieve the
goal of poverty alleviation through economically productive activities camed out by poor
families. Thus, in terms of eligibility, the people targeted by the rural poverty alleviation
policy are usually those with working ability, So as for the targeting method, the early
poverty alleviation program mainly aimed at the poorer arcas (poor countiesimpovenshed
villages). The targets were unlikely to coincide with the targets of social assistance. In the
past few vears, since the poverty alleviation policy needs to focus on the household, who are
therefore the target objects of the rural poverty alleviation policy, also known as the archived
households (Jian Dang LiKa Hu), it is easier for them to overlap with the targets of social
assistance.

From the theoretical analysis of social assistance, social welfare and rmural poverty alleviation
policy above, it can be seen that they have different requirements elating to the gualification
ol those who are targeted and as such the targeting methods are alsoe different (see table 1).

Table 1: Policy goals, target population and eligibility criteria for social assistance, social
welfare and rural poverty alleviahion

Social Assistance

Social Welfare

Rural Poverty Alleviation

Policy goals

Maintain basic
living

Improve living
conditions

Economic development and
poverty alleviation

Tarzet People who cannot | People with special Poor people who are
population | maintain basic needs capahble of conducting
Tving ceonomic activitics
Eligihility Rascd on the According to According fo the economic
criteria economic situation | demographic conditions and working
charzeteristics ahility

11
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Figure 3: Eligibility and coverage map of social assistance, social welfare and rural poverty
alleviation

Social sasiatance
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It should be noted that Tabkle 1 is only an ideal model. In practice, these three public policies
will use a variety of cligibility criteria instead of single one for the targeting, Take the Dibao
program for example. The IRSA of 2014, the Regulation of Minimum Livelithood Guarantee
for Urban Residents {(RMLGUR) promulgated by the State Council in 1999, the Circulars on
the Establishment of the Rural Minimum Livelihood Guarantee Program (CERMLGP) by the
State Council in 2007 and other legal documents on eligibility criteria onlv mention
household income and assets. However, the applicant's consumption, demographic
characteristics, behavioural and moral performance, and other qualifications are added in
local practice. In addition, because these social policies often target disadvantaged groups,
the beneficiaries under the three policies in practice are prone to overlap (see Figure 3).

1.3 Eligibility criteria for social assistance programs

According to the [REA promulgated by the State Council in 2014, China's social assistance
system includes eight programs. These are Dibao, Tekun assistance, medical assistance,
temporary assistance, housing assistance, educational assistance, employment assistance, and
disaster assistance. If we separate them according to their eligibility criteria, the eight
programs can be divided into three layers (see Ggure 4),

The first laver is the core layer. The innermost layer is Dibao and Tekun assistance. Dibao
families and Tekun lamilies are the poorest among the urban and rural communities, They
can enjoy continuing ¢ash transfers. More importantly, the eligiblity for Dibao and Tekun is
the basis of the eligibility for the social assistance program. The legal policies and documents
transferred from the Central 1o the Local Governments stipulate that the Dibao and Tekun
recipicnts are always cligible for medical assistance, housing assistance, cducation assistance
and employvment assistance. Meanwhile, both groups are the focus of povernment and society.
The "warmth” projects delivered by the CCP party, the Government or charitable
contributions are also more willing to chooese these two groups as their target group.

12
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Figure 4: Diagram on the cligibility eriteria for the cight socizl assistance programs
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The Dibac program is the most important institution in the social assistance system.
According to article I of the RMLGUR, whan residents holding a nen-agricultural Hukow
have the right to receive basic material assistance from local povernmenls, when the per
capita income of family members living together is lower than the local Dibao standard.
There is obviously a flaw in the BEMLGUR criteria if a family income’s is the only
requirement to determine whether that family is eligible under the Dibao program. Article 9
of the IRSA promulgated by the State Council in 2014 added an asset reguirement 1o the
eligibility criteria of the Dibao applicant, apparently an amendment to the RMLGUR. The
eligibility criteria of the mural Dibao program is similar to that of the wban program. In
sccordance with the provisions of chapter I of the CERMLGP in 2007, the benificiaries of
rural Dibac are the rural residents whose household per capita income is lower than the Dibao
standard becanse of illness, disability, infirmity or incapacity. From these legal documents, it
can be seen that the key factor of the eligibility criteria for the rural Dibao program is also
household income and assets. In addition, demographic characteristics are also important for
the application process of rural Dibao. But is it essential to receive a Dibao benifit that the
income and asset conditions are met? This is not the case, as there are other qualifications
added in local practice, such as not having extravagant consumption; able-bodied people
should fulfil labour obligations, etc. In rural areas, the eligibility for Dibao is closely related
to discussions within the community, This question will be discussed in details in the third
section.

The recipients of the Tekun assistance are traditionally the Three No’s {Sanwu) in the urban
greas and the Five-guarantees (Wubao) in the rural arcas, The urban Throe No's are the
people adopted by the civil affairs department who have no ability to work, no source of
income and no statulory puardians. The rural Five-guarantee recipients are the elderly, the
disabled or villagers under the age of 16 who have no work ability, no sources for living and
no persons with a legal obligation to support and raise them.

13
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The IRSA promulgated in 2014 also followed the definitions and cligibility criteria for
determining the Three MNo's and the Five-guarantees of the past. Tekun recipients are the
poorest groups in the urban and rural areas, so the provisions of the eligibility conditions are
very clear. There is also very little controversy related to their targeting in practice.

The second layer is medical assistance, housing assistance, education assistance and
employment assistance, These are collectively known as Special Assistance {(Zhuanxiang
Jiuzhu). One of the important characteristics of the qualification conditions of Special
Agsistance is that it is tied up with the Dibao and Tekun programs to a certain extent.
According to Article 28 of the TRSA, the beneficiaries of medical assistance includes those in
receipt of Dibao, Tekun people and other specially defined -personz prescribed by a
Government at or above county level. It can be seen that the recipients of Dibao and Tekun
are automatically qualified for medical assistance, As for the other special hardship groups
that arc stipulated by a local povermment they wvary according to local regulations, but
bazically they belong to low-income groups or marginally poor groups. For example, in
addition 1o the recipients of Dibao and Tekun in Derhou City, Shandong Province in 2012
the beneficiaries of medical assistance included two categories, namely the seriously disabled
whose disability category is one or two and the elderly in low and middle-income families
(their per capita family income is lower than 130% of the local Dibao standard),

Housing assistance, employment assistance and education assistance programs differ from
the medical assistance program in that their overseeing authority is not the Civil Affairs
Department. The competent authority for housing assistance is the Department of Housing
and Urban - Rural Development. The competent authority for employment assistance is the
Department of TTuman Resources and Social Security and responsibility for education
assistance rests with the Department of Education. However, the qualifications for these three
assistance programs are also tied to Dibao and Tekun assistance. Article 37 of the [RSA
atipulates that the State shall provide housing assistance to Dibao and Tekun families to solve
their housing hardship, Article 42 stipulates that the State shall provide employment
assistance to members of a Dibao family who have the ability to work but are unemployed by
providing discounted loans, a social insurance subsidy, position subsidy, training subsidy, fee
remission and public welfare placement. Article 33 stipulates that the State shall provide
educational assistance to Dibao and Tekun family members during the period of compulsory
education. Appropriate education assistance is provided to Dibao and Tekun family in the
light of the actual situation of the family members, destitute persons and children with
disabilities who are unable to enrol in compulsory education, secondary schooling and higher
education.

It is clear that these three social assistance programs arc available for participation as long as
the target is a Dibac or Tekun beneficiary. In addition te the Dibao and the Tekun, some
other impoverished groups are included in these three social assistance programs based on
different local social and cconomic conditions {see box 1).
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Boxl: Regulations of Tianjin Municipality on managing medical, housing , education
and employment assistance

Article 25: The following persons may receive medical assistance:
(a} Dibao family member;
(b} Tekun recipients;

(e} Families whose income is above the Dibao standard but is less than 1.5 times the Dibao
standard

(d) Severely disabled people;
(e} Other poor people prescribed by the municipal and district government

Article 29; The municipal and district governments shall cstablish and improve the system
of education assistance system to provide educational assistance to Dibao family members,
Wubao persons and disabled children who are unable to entoll in compulsory education and
high school.

Article 32; The munmicipal govermment shall provide housing assistance o a family in
receipt of Dibao and to persons in receipt of Wubao who are in housing difficulty.
Article 33 The municipal government shall provide employment assistance to the

unemploved IMbao family members who are have the ability to work and who are of the
legal working age.

Source: Implementation Measures of Tianjin Social Assistance in 2016

The third layer is temporary assistance and natural disaster assistance. The beneficiaries of
both programs are the victims of sudden disasters. Article 47 of TRSA stipulates that the Sate
shall provide temporary assistance to those familics who are undergoing the following
difficulties, such as those whose life is extremely hard to move from due to fires, traffic
accidents and other accidents (sudden major illness of family members, sudden increase in
living expenses beyond the family's capacity and other special difficulties). The cligibility
criteria for disaster assistance is similar to that for temporary assistance. Article 20 of the
IRSA stipulates that the State shall provide assistance o persons who are seriously affected
by natural disasters in their basic lives, including emergency cvacuation, timely transfer,
resettlement, which provides the necessary food, drinking water, clothing, heating, temporary
shelter, medical prevention and other emergency assistance o the victims. The eligibility
conditions for temporary assistance and natural disaster assistance usually do not focus on the
family's economic situation, but on the seriousness of the hardship caused by the disaster. In
addition, temporary assistance and disaster assistance usually won't be long-term, Ag
recipients recover from the impact of the catastrophic events, social assistance will gradually
exit. This is very different from the other social assistance programs. The eligibility criteria
for the eight social assistance programs in China are shown in table 2.
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Table 2: Comparison of eligibility criteria for the cight social assistance programs

Category | Social assistance Eligibility Criteria Competent authority
program
core Dibaoe assistance, Economic conditions, | (1) Civil Affairs sector
layer Tekun assistance dmugﬂ?h:_‘:
characteristics
Middle Medical assistance, Tied to the eligibility | (1) Civil Affairs sector,
layer housing assistance, criteria of Dibao and (2) Housing and Urban -
education assistance, Tekum, other Rural Development sector.
cemployment assistance | cligibilities criteria (3} eduication sectot :
(4 Human resources and
social security sector
Cuter Temporary assistance, Influence level by
layer dizaster assistance Disaster or accident, (1) Civil Affairs sector
family economic
conditions

2. POLICY AND PRACTICE OF CHINESE SOCIAL ASSITANCE PROCEDURES

2.1 The current social assistance procedure in China

The administrative procedures of the Dibao program are the most typical in the current eight
social assistance programs. Its policy and law on procedures are also complete when
compared to the other social assistance programs. AL the central level, the most important
legal documents are the RMLGUR, the CERMLG and the Opinions on Further Strengthening
and Improving the Work of Rural Minimum Livelihood Guarantee (OFSIWEMLG)
promulgated by the State Council in 2012, These three legal documents are the base of a local
Dibace's policy and law, Generally, the admimstrative procedures of the Dibao program
include personmal application, decument examination, means testing, democratic discussion,
community publicity, reexamination and approval, re-publicity, treatment pay, daily
management and legal accountability (see Figure 5). The next section will analyse the social
assistance procedurces based on the legal documents and policics.
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Figure 5: Adminisirative procedures of the Dibao program in China
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2.1.1 Personal application

Article 7 of the RMLGUR stipulates that applicant should submit relevant documents to the
street or the town government where their household registration (Hukou) is located, As part
of the application process, the following three questions need to be clarified:

Firstly, submitting two types of supporting documents. (1) the necessary proof of identity
materials, imcluding the Hukow, the identity card, the proof of marital status, a disability
certificate etc. (2) the necessary documents proving income and assets including the wages,
bonuses, allowances, benefits and other income. Retirees, laid-off workers and unemployed
persons should present the proofs from the original unit or the labour administrative
departments on compensation income, assistance income etg,; other legal income certificates
are proof of rental income from fixed assets, investment income etc. Proof of assets
cerfilicates include house, velicle ete, A rural applicant may need w provide prool of their
land production and opcration.

Secondly, the application based on the applicant’s place of Hukou. Dibao is governed by the
principle of termtorial administration, and all admimistrative procedures need to be carried out
in accordance with the Hukouw. At the same time, an application according to the Hukou also
means that if the people leave the place of Hukou, he/she has to come back to the place of
their Hukou to make their application instead of the location of their residence.

Finally, application level issues, The RMLGUR stipulates that an applicant for urban Dibao
should go to the street or town level government where his‘her Hukou is located, According
to the CERMLG, the head of the household should apply for Dibao at the town government
of his/ber Hukou located in rural areas. A wvillage committee which is entrusted by the town
government can also accept a Dibao application,

2.1.2 Material review, means test and democratic discussion

1. Material review

The town or street level government will review the application materials submitted by the
applicant or his agent. It should be noted that there is a registration B declaration requirement
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in mamny local practices if there is a family relationship between the applicant and one of the
cadres involved in the rural Dibao administrative procedures. Chinese rural areas are still
ethical societies, Kinship 15 a relatively sensitive issue in [hhao management. In the rural
Dibac management practice, the phenemenon of preferential treatment to kinfolk 15 also
difficult to avoid. The registration/declaration requirement is a way to reduce the oceurrence
of this phenomenon,

2, Means test

The means 1est i the most important and complex part of the entire Dibav administrative
procedure, which specifically addresses the following questions. First is the method of the
means test. According to the RMLGUR, the means test includes a household investigation,
neighbourhood visits and a letter submitting a claim, In addition to the traditional methods
above, information checking has become one of the most important aspects of means testing
in recent vears. The second is the contents of the means test. The contents of means test
includes income and assets. Income can generally be divided into five paris: wage income,
houschold operating income, property income, ransfersble income and other income, Thers
is no clear regulation on what kind of property possessed by applicant can not apply to Dibao.
I many places, the legal policy only lists an asset requirement as an exelusion crteria, For
example, Article 10 of the Regulations on the Implementation of ibao for Urban Residents
in Huining County in Gansu Province stipulates that an applicant whe has a deposit, motor
vehicle, ship, house, shop, securities, stock, creditor and other family property beyond the
standard that the county government has set cannot be given Dibao. However, the policy does
not have the details about what i= the maximum amount of property. The third is who carries
out the means test. In most circumstances, the wwndstreet level government will organize the
residentvillager committee staff to do means test after receiving application materials,

3. Democratic discussion

After the means test, the town/district level govemment should organize a democratic
discussion on the econamic condition of the applicant joined by the urban-rural Dibao cadres,
resident/villager committee members and villagers/residents' representatives who are familiar
with the applicant’s family cconomic status.

Under normal circumstances, a majority of more than two-thirds of the members of the
representative agreement is needed before the applicahon can be submatted for approval. At
the same time. the results of the democratic discussion will be published for 7 days in the
commurity. II there is any objection to the results of this publication, it is necessary to
organize the staff to do means test again, IF there 15 no objecton to the publication, the
town/street level government shall submit the application materials. the results of means test
and the democratic discoszion to the county civil affairs department for approval.

2.1.3. Approval and payment of benefit
1. Approval and re-publicity

District/'county civil affairs department in the approval process does not only review the
materials  submitted by the residentvillager committee, but also resamples some the
applicant's family for another means test, In secordance with the OFSIWERMLG issued by the
State Council in 2012, the Civil Affairs Department at the county level should sample a
proportion of not less than 30% of the applicants through a home visit o examine their
economic situation. For example, The "Gaotai County Urban Dibao Implementation Rules”
stipulate that the county Civil Affairs Departments should conduct a means test for all new
applicants after receiving the documents submitted by the town/street level government. After
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the verification, the district and county Civil Affairs Departments will provide the approval
result, and the result will be made public in the town/street and community for 7 days.

2. Payment of benefit

Article ¥ of the RMLGUR stipulates that the urlan Dibao benefit is provided in the form of a
manelary amount each month, 7 necessary, 11 can alse been given in the form of goods. The
article also provides that wban residents who have no seurce of income, no ability to work
and no dependents should be granted a full Dibao benetit, while those who have a certain
mcome should be granted a lesser benelit, In practice, because of the diflicull to accurately
measure the income gap between the Dibao standard and a family's imcome, the Dibao
benefit is usually paid through a graded system (usually divided into high, mediom and low
third grades).

2.1.4 Daily management
1. Dynamic management of a beneficiary

The RMLGUR n 1999 did not mention the dynamic management of a beneficiary. As an
improvement to the program, the dynamic management of benelits was gradually put on the
apenda. The cssence of dynamic management is fo kick out those who do not meet the
eligibility eriteria, and added in those who meet the criteria. There are usually two types of
situations why the hensficiary are removed from the program. First, the family’s economic
condition is higher than the preseribed standards, In response 1o this situstion, the
OFSIWERMLG stimulates that there should be a once a vear verification of those who have no
source of income, no ability o work and no legal supporter, For those mcome may not
change much this can be venfied onee every six months; For the familv whose famly
members ave working or have the ability to work, the principle is that the verification should
be the conducted monthly in urban areas and quarterly in rural areas, Second, other reasons
lead to a beneficiary’s removal from Dibao or & reduced benefit,

For example, "Gaotai County Urban Residents Dibao Implementation Rules” {[2014] No. B8)
stipulate that the following circumstances should be adopted to adjust a person’s Dhibao
benefit: (1} the Dibao benefit will be cut half if an unemployed Dibac person who has the
ahility to work refuses to participate in community volunteer labour twice or more and the
full Dhbao benefit wall be cancelled if (he beneficiary refuses (o work on four occasions, (2)
The Dibac benefit will be cancelled if the benifictary”s Hukou is moved to another county; (3)
the wrban Dikao will be abolished if the beneficiary participates in gambling, public fights,
alcoholism or defying public management eic.; (4) College/university students Grom an urban
Dnbao family will no longer be able to get Dhbao after they have graduated.

1. Fund management

There are three important issues relating to Dibae Fund management. Firstly, the proportion
of financial share at different levels. The general principle is that the richer the provinee then
the lower the support 11 will get from the Central Government, This principle is also used
within each province. The wealthier counties/district can even finance their Dibao fund by
themselves in some provinces, However, the current reality is that the finacial situation of
Tower level governments s worse and they cannot afford to finance the Thbao fund. In onder
to guarantee the Dibao fund. some local policy is specified as to the provisions relating to the
proportion of the financial share of different government levels. Second, the fund is
carmarked for its specified purpose only and for secialized pay. In order to prevent the
misuse of the Dibao fund, many towns write these two principles into their legal policy
document. For example, Asticle 23 of the "Huining County Urban Dibao [mplementation
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Bules" stipulates that the urban Dibao fund must be released through the designated bank
monthly.

Local Civil Affairs Departments provide the actual benificiary numbers and the relevant
materials to the their financial department for audit. The financial department will then
transfer the funds into Dibao family accounts directly through the earmarked social security
acocount, Thirdly, the work fund, The RMLGUR in 1999 did not have provisions for a Dibao
work fund., The CERMLG in 2007 also do not explicitly mention where the work fund cams
from? Therefore, the Dikao working fund gradually became a bottleneck that restricted the
work of Dhbao in practice. Tn response 1o this problem, some places began to write the work
fund inte their local legal policies. For example, Article 33 of the "2013 Nanling County
Urban and Rural Dibao Implementation Rules”™ clearly stipulates that the necessary urban-
rural Thibao work fund and staff’ funds must included in the county and town level financial
budget.

2.1.5 Accountability

The accoumtability for the Dibao administration can be divided into two parts. One is the
accountability of the beneficiary, and the other is the accountability of the administrative
personnel,

The accountability of the Dibao beneficiary can be divided into four types, namelv critical
education, a suspended or reduced Dibao benelil, fines and eniminal liability. The RMLGUR
in 1999 had promulgated actions of critical education, waming or the recovery of the illegal
gains by the Civil Affairs Department. 1f the deceit is worse, the Department can impose on
lhe persen & Ooe of about 1 o 3 tmes of hisher illegal gain, Hefshe will be wansferred o
judicial organizations if the law 13 violated. The work unit who provided the false proofs will
alzo be punished. In addition to the relevant units o individuals being reported to the higher
level respotsible units for corrections, the work unit will be registered into the credit system.

Wrong behaviowr by staff working in the Dibao procedure has two categories. The first is
being negligent in their duty, and the second is corruption. There are three kinds of
punishments applied fo 3 staff member’s wrongful behaviour, namely crifical education,
administrative sanctions and criminal responsibility. For example. Aricle 51 of the *2015
Yifeng County Urban-rural Dibao Implementation Rules” specifies eight reasons why a stafl
member could be pumshed. (1) refusal to accept the Dibao application from a claimant who
has met the eligibility eriteria: {2} refusal to approve the application from a claimant whe has
meet eligibility criteria; (3} approving an application which does not meet the eligibality
eritenia; (4) accepting illegal property during the Dhbao checking and approving process; (3)
disclosing personal information of an applicant or beneficiary which leads to some
consequences; (6) losing of tampering with the data on Dibao fund database, service records
and others; (T) Not paying the Dibao benefit or providing the related services according to the
established procedure; (8) cormuption, misappropriation, withhelding of the Dibao fund or
power abuse, neglect of duty in the process of the Dibao procedures.

1.2 Constructing an information checking system and its influence on social assistance
pracedures

2.2.1 The advantage of information checking

Traditional means testing methods include household investigation, neighbourhood visits,
and written claims, However, these three methods have their own linmtations, which have
restricted the development of the social assistance system to some extent. In recent years, the
development of information checking technology has provided a better platform for means
lesting, Compared with the taditional method, information checking technology can quickly
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find out a family's income and assets status, and the result is more objective and fair. The
information checking technology can not only save a lot of labowr costs, but it also has
alternative advantages to the traditional ways of means testing in practice, These can be
shown form the following four aspects: (1) When re-checking those who have entered the
social assistance system, those who do not meet the eligibility criteria can be easily identified
and removed from the program. Hence it can not only save a significant amount of financial
funds, but it can also eliminate the negative social impacts resulting from the traditional
means testing method to some extent due to imaccurate targeting. (2) Information checking
can not only detect the wrong recipients, but also prevent persons from attempting to take
advantage of policy loopholes in order to get an illegal benefit. (3) Compared with the
household investigation, neighborhood visits, letter claims and other traditional methods, the
information checking method can reduce disputes greatly because its results are more fair and
authoritative, (4) The construction of the information checking platform conforms to the
developments trend in informationization and legalization, since E-government is net only
more efficient, but it also can be queried at every procedural step which can largely prevent
the oecwrence of cormuption,

2.2.2 Construction of the information checking system and its effectiveness

In 20009, the Ministry of Civil Affairs has carricd out a family cconomic status information
checking system construction pilot in Shanghai and 143 other districts. Based on the
experiences of the first pilot, the Ministry of Civil Affairs organized the second wave of
piloting to explore the establishment of the classified, cross-sectoral, multi-level houschold
economic information checking system. Since then, low-income families’ economic situation
checking platform has gradually spread oul across the country.

According to the data from Center of Monitoring and Verification of Low Income Families
(CMVLIF), there are 23 provinces, 221 prefecture-level cities, 1426 counties (districts) who
have built an information checking system or who at September 2016 were building the
system.

There are 2755 counties (cities, districts) who have established information checking svstems
and carried out checking work, which accounts for 96.5% of the toial number. 7 This shows
that the information checking system platform construction has been rolled out across the
country.

The main goals of the checking system construction are to avoeld targeting errors and to save
the financing of the fund. The Government has initiated the checking of the beneficiaries of
social assistance since the construction of the system. The detection rate of false declarations
was 0.91 percent across the country up to September 2016, Among them, the Dibao detection
rate was reported at 3.73 million with a detection rate of 6.85 percent. This saved 55.73
billion yuan of funds in the first half year of 20016, The number of detections for housing
assistance was 310,000 and the defection rate was B.98%. According to the data from the
Ministry of Housing and Urban Construction, for the first three quarters of 2016 the checking
systemn saved 52.554 billion yuan of funds. ® It is obvious that the information checking
systm has greatly enhanced the impartiality, credibility and targeting effect of social
assistance.

"Cemer for Monitoring ond Verification of Low Income Families, The Conarrvcnion Sitwation of Infirmanion Checking

Syrtemdn 2074

# Center for Monnonng and Venfication of Low Income Famibies, e Construction Siaation of information Checking
System in

2aie,
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2.2.3 Information checking procedures for the houschold economic status

Although the information checking system is technically mature its application to social
assistance work has had to face many issues, Every error in the administrative process may
cause serious consequences in information checking. Shanghai was the first province to carry
aut the development of the household economic situation information checking system. In
2014, Shanghai Municipal Civil Affairs Bureau issued the "ITmplementation Details on the
Household Economic Situation of Checking Urban and Rural Dibac Applications" which is
one of the first legal documents on the economic information checking of households. The
information checking system legal documents across the country cen be generally divided
inte four parts:

First, information checking administrative departments and division. The local
competent authorifics of the information checking system arc the Civil Affairs Department.
However, the information controlled by the Civil Affairs Departments is limited. The other
information required by the information checking system is scattered across different
departments of the Government and related institutions. Therefore, the development of the
information checking system needed the cooperation of other sectors including public
security, traffic, housing, industry and commerce, taxation, banking, buman resources and
social security ete. (sce box 2)

Box 2: The responsibility of different departments of the government in the process of
information checking

Article cight: Departments of the government should fulfill well related tasks of
information checking.

County Public Secuniy Bureaw is responsible [or providing the information on household
registration (Hukou) and the deaths that occwrred in recent years,

County Traffic Police Brigade is responsible for providing information on the motor
vehicle ownership.

County Housing Authority is responsible for providing information on house registration,
transactions, leasing and other information.

County Trade and Industry Burean 15 responsible for providing information on industrial
and commercial registration, information of commercial production and operation.

County State Taxation Bureau and Local Taxation Bureau are responsible for providing
information on taxation,

The Financial Departments provide information such as deposits, stock dividends, bond
interest, fund dividends, securities etc.

County Electricity Power sector is responsible for providing the information on electricity
consumption, payment and other information.

County Cultural and Education Bureaun is responsible for providing information on
enrolment in private schools and non-compulsory education school.

County Housing Provident Fund Centre is responsible for providing information on the
payment and use of the housing provident fund and housing loans ete.

County Social Security Bureau is responsible for providing information on social
insurance pensions and other information

County Employment Bureau is responsible for providing information on employment and
engagement in a public service position,

Source; " Implementation Details of Family Economic Status Information Checking in
Fengxin County, Jiangxi Provinee {Trial}”, implemented from May 25th, 2015.
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A houschold’s cconomic status checking includes their income and property. The sources of
income are very complex. They can be roughly divided inte four categories: wage income,
operating income, properly income and transferable income. However, in practice, not all
income should be included in the information checking system. In general, some income is
not counted as houscheld income when the person’s economic conditions are verified. For
example, the "Ways of Urban and Rural Low-income Families Economic Status Information
Checking in Ma Yang Miao Autonomous County (Tral)” in 2014 regulated nine types of
incomes. Twenty-seven kinds of income could not be included in the houschold income
checking system such as the special allowances given by the government, the honorary
allowance for retired model worker provided by the provineial level above ete,

The second part of a household’s economic situation checking is assets. Household assets
include savings, housing provident fund, securities, real estate, vehicles and large appliances,
gold and silver jewellery and other property. In general, wealthy arcas have more family
assets, hence those areas’ lepal policy documents will have preater details on assets. For
example, the 2014 “Shanghai Urban and Rural Dibao Application for Houschold Economic
Status Check-up Regulations™ stipulates that houschold assets that need to be checked include
cash and bank deposits, securities, claims, commercial insurance, residential and non-
residential housing, motor vehicles (including vehicle licenses), antiques, works of art and
other assets of greater value,

Third, Information checking administrative procedures,

The administrative procedures of the household economic status information checking system
include five steps. The first is an application. The houshold economic status checking system
requires the resident to apply at the towndstreet level government where histher Hukou is
located. In addition to filling out the relevant forms, the applicant needs to provide three
types of proof materials - (i) the proof materials on the family’s situation including family
Hukou booklet, identity card, proof of martal status ete, (i) materials on income including
personal wage payment sheet and social insurance contribution list ete. (iil) Proof of property
including certificate of house etc.

The sccond step is cntrusting the checking, Family cconomic data is semsitive, so the
household economic status checking system requires the social assistance department to
authorize the information checking center before proceeding. Article XV of "Implementation
Details of 2015 Fengxin County Houschold Economic Status Information Checking (Trial)”
regulated that the social assistance department suggests that it is necessary to verify the
applicant’s family economic status via the information checking system and can entrust the
county information checking centre to do so. The third is acceptance and checking. The
county information checking centre accepts the commission from distriet/county Civil Affairs
Departments. The checking result will be sent to the social assistance department in writing.
The fourth is complaints. Applicants who have objections to the results of the information
checking system may file a complaint with the relevant social assistance department and the
social assistance department shall give a reply 1o the applicant in a unified manner. The fifth
is approval,

After receiving the result from the checking center, the Civil Affairs Department will make
the result public in the community fvillage according 1o the requirements of the legal
document. If there is no preblem with the publication notice, the county Civil Affairs Burcau
will provide its approval (see box 3).
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Box 3: The information checking procedures of Xiangtan county

Article six: An application for social assistance shall be handled in accordance with the

following procedures:

(A} Application. The family head can apply to the town government in writing where
hissher Hukou is located. After filling in the commitment letter, the applicant should
provide the commission letter for information checking of hisher household income and
assels,

(BY Acceplance, The application shall be accepled by the town government, The town
government should inform the applicant of all the relevant application documents that
should be provided, If all the documents are complete, then the application should be
accepted and registered. If the documents are incomplete, then the application will be
returned back to the applicant,

(C) Review. After acceptance, the town government should complete the household
investigation, neighbourhood wvisits, letter claim and democratic discussion within 15
working days. They should make the, result public in the applicant's village {community)
for Tdays. If this requirement is met and there 15 no objection after the publication of the
result, the application form and the proof materials will be gent to the County Household
Economic Status Checking Centre,

{4) Checking, Afler receiving the application letier and commission letler sent by the town
government, the County Household Economic Status Checking Centre will launch the
information checking on the income and assets of the applicant within 30 working days,
The checking result and the conclusion on the applicant’s household income and assets

will be presented,

(5) Approval. According to the checking conclusion presented by checking centre and other
proof materials, the County Civil Affairs Departments will put make the result of the
application public in the community/village for 7 days if the requirements are met. If
following its publication there 15 no objection, the application will be approved by the
County Civil Affairs Burean.

Source: “Metheds of Urban and Rural Household Economic Stams Information Checking
in Xiangtan County, Hunan Province {Trial)”, implemented from April 15, 2005,

Accountability is divided into two parts, Firstly the accountability of staff in carmrying out the
information checking and secondly the accountability of the applicant.

Stall accountability is mainly related with information disclosure. In order 1o protect the legal
rights and intercsts of the citizen, it is prohibited to check the family's cconomic status
without the authorization of the applicant. The information regarding the applicant family and
its members can nol he used for puropses other than social assistance. The stafl can have
administrative sanction or criminal sanctions applicd to them if hefshe leaks personal
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information and caused harm fo the applicant due to their dercliction of duty, sbuse of power,
practicing favouritism ete.

The applicant’s accountability can be divided into two parts, One 15 deliberately concealing
or deceiving. For example, "Article XIII of the Implementation Details of Fengxin County
Family Economic Status Checking (Trial)" stipulated that the County Household Economic
Status Information Checking will withdraw the checking result if the applicant get the social
assistance benefit by providing forged documents or false proofs.

The social assistance depariment will recover the illegal gains (money or goods) and record
the information im the credit informaton system. Second is accountability realting to
hindering the enforcement of the law. Social assistance closely related to benefits for the poor.
Some people who do not get social assistance may take extreme messures for various ressons,
For cxample, article 41 of the “Implementation Details of the Urban and Rural Low-income
Family Economic Status Information Check it Yongxi County" stipulates that people would
be punished or prosecuted for criminality if he/she mnsulis or assaults staft who are carrying
out the houschald cconomie status checking svstem or hinder staff of the State organs in
performing their official duties according to the law.

d. POLICY AND PRACTICE OF CHINESE SOCIAL ASSISTANCE TARGETING
3.1 Targeting methods of the social assistance system

Targeting is the most important part of the social assistance sdministrative procedure. As a
process of selecting “the most needy or the poorest people”, the targeting methods of the
social assistance system can traditionally be divided inte four types, namely wealth trgeting,
category targeting, demand targeting, behaviour and morality targeting. “In addition. in
practice there is also are community targeting.

First, wealth targeting. Wealth targeting is done via a means test of the applicant, by
aecessing information related to incoms and asscts and determining whether or net to pay the
relevant social assistance benefit by comparing the result with the poverty standards
Eligibility for participation in a social assistance program is evaluated by the staff of the
relevant government department,. The wealth targeting method is mainly applied to social
assistance projects. For example, according to the IRSA promulgated by the State Council in
2014, for the Dibae applicants, the administrative and approval authority can investigate and
verify the applicant’s family economic status and actual hving standard through the
household investipation, neighbourhood wvisil, letter claim, democratic discussion and
imformation checking ete, In addition to the Dibao program, all the special social assistances
in China have the reguircment for 2 means test and the eligimlity for special assistance 13
linked to the Dibao program.

Second, catepory targeting, Calegory fargeting s based on ape, family type, health status,
employment status and others characteristics to determine a social assistance recipient.
Category targeting is relatively simple in its management and does not demand a high
adminisirative capacity, Therefore, calegory targeting 15 ellicient when compared with means
testing. Howewver, there would be too many recipients if we only used demographic
characteristics as the targeting method. Therefore, in practice, category targeting is often also
combined with the methods of means testing or community targeting. ' There are other
shorcomings m the category targehng method which can not distinguish between the
economic differences of a family and may result in a waste of limited public resources to a

* Wil Gilbert, Tarpeting Social Benefits: Intemnational Perspectives & Trends, China Labour &5oecial Security Publishing
Haoiese,  HE, pp. 6-8;
1 Fhou Fenghua, “The Targeting of Social Aszistance: Methods and Practices”, Soctalion Studies, BNod, 2009, pp. 117-122,
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certain extent, For example, to provide nutritious lunches for children m affluent families, to
provide benefits to affluent older persons.

Although adopting the wealth targeting method, the social assistance program is often
combined with other targeting methods to identify the beneficiary in practice. The classified
guarantee {Fenlei Shibaeo) in the Dikao progeam is a pracical example of combining category
targeting and wealth targeting, For example, the "The Notice on Implementing the Classified
Guarantee in the Urban Dbao Program in Jinan City” (Ji Min Fa [2007] Mo, 76} in 2007
regulated that the classified guaranttee included six kinds of families: (1) there are major
diseases in member(s) of the family; (21 there are serous disabilibies in member(s) of the
family; (3} the Three No's family: (4) there are two or more non-income elderly (older than
T0 years old) in the family; {5) a single parent family; (6) children being raised by their
grandparents because the parents have died, In fact, it is diffficult to identify social assistance
recipients through the income and assets test because a family's cconomic situation is similar
i the poor rural areas. Therefore, the family with disabilities, elderly, childrens, those with
serious illness are oflen selected as social assistance beneliciaries in local practice,

In some cases, the category characteristic is even more important than the family economic
status since it leads 1o less controversy and dispute at the prassroots level.

Third, community targeting. Community targeting suppose that people in the community
know the the econemic stams of the local residents and determine the most appropriate
beneficiaries in a fair way, In general, farmers could rank the families in the community by
economic statms according fo their own experiences. The poorest households will be first
enrolled in the scope of social assistance, However, there are certain problems concerning
community tarpeting, The efficiency of community targeting 15 affected by several factors -
the social relationship among the villagers participating in. the relationship between the
cadres of the village committee and the villagers, the village population scale etc. '' The
democratic discussion in the process of the Dibao means test is similar o community
targeting. Under nommal circumstances, after receiving the Dibao application, the Civil
Aftairs department will organize for the villagers or the residents to conduct a democratic
discussion on the applicant's family economice status. Although the democratic discussion has
been adopted wadely, there are also obvious deficiencies. Studies shows thal a nomination
based on the democratic discussion used in some rural areas under the Dibao program does
not satisfy farmers, and they argue thal there is injustice in the process of beneficiary
determination, '

Fourth, behaviour and moral targeting. The Dibao qualification in China also has obwvious
behaviour and moral requirements. According to the “Notice of the State Council on
Establishing the Minimum Living Guarantee Program for Urban Residents” im 1997, many
people were excluded from the whban Dibao program. These people included: (1) Persons
who have not been resident in the Hukou for & long time; (2) Persons and families who
violate the "Mamage Law”, "Adoption Law" or "Family Planning Policy™; (3] Persons and
families whose family living level is lower than the local Dibao standard due to drug use or
gambling; (4) Persons who refuse employment opportunities that the labour department and
the grassroots erganizations provided during the period of receiving Dibae benefit without

justification. {5} People whose daily consumption level was significantly higher than the local

' Wang Libin and Zhou Yuanxi, "Targsting and Deviation under Intervention of Participatory Poverty Alleviation”, Rueel

Ecomamy, Wa.7, 2010, jug 1.7,

12 Wang Junequang, SHANG Xuweamed, ZUD Ting, "Ciame analysis on the target bias of the rursl eninomem Hving stendard—
—— A cage study of Zeagjipan village, Yanchi county, Ningia", Guangdong Aprewlivral Sclences, No L, 2011, pp. 201,

R, 224,
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Dibao standards when there is no familiy member participating in the labour market. (6)
People whose family has luxury pocds which are non-essential. ' These rules are still used in
local practice today.

3.2 The targeting rate of the Chinese Social Assistance system

I faet, different groups tend to have different judgments based on their own experiences and
knowledge, In recent years, the media and the public have often questioned the targeting
efficiency whenever extreme social events happen. The public ofien doubts whether or not
poverty has lead to the oceurrence of these events”? Especially when there is negative news
ghout the Thbao targeting process, such as "Dibac qualification based on kanship or personal
relationship (Renging Bao or Guarxi Bao)" appear in the media reports. In such cases the
public guestions whether the social assistance largeting error will be further deepened. So
what is the targeting rate of Chinese social assistance system?

Since the study of social assistance targeting is mamnly in the Dibao program, the following
section will analyeze this guestion through the relevant Hilerature,

Under the precondition that “puarantee all should be guaranteed™ (¥ingbao Jinbao), the
hbao program should theoretically bave no targeting error. However, studies have lead to a
preat divergence of judgements on the targeting rate of Ching's Dibao program. Gao et al
found families who are eligible for Dibao make up 2.3 percent of the whan population, but
only about half of them are actual beneficiaries, " Another study found that 2,28 percent of all
urban residents are elipible for Dibao bul ooly slightly less than hall of them are aclual
beneficiarics, Dibao families tend to have less human capital and fewer sociccconomic
resources than the non-Dibao ones. ""These studies show that "under coverage (Loubao) *
miay be an important problem in targeting of the urban Dibao program in China. However,
other studies have found that the problem of "false coverage (Curobao)" in the Dibao program
is as serious as that of "under coverage". Ravallion et al found that 7.7 percent of the urban
households meet the eligibility criteria of the Dibao program, but only 28 percent of the
houscholds really gained the Dibao beneft and 43 percent of houscholds who did not meet
the qualifications were receiving the Dibao benefit. ** Wang found that 3% percent of
houzeholds who gualified for Dibao received the benefit and 40 percent of houscholds who
did not gualify got a Dikao benefit by using the 2004 Survey Data on Emplovment and Social
Protection in 14 Cities.'” Cao found that the urban undercoverage rate for the Chinese Dibao
program was as high as 77 percent and the false coverage rate was 69% by using the data of
the 2002-2014 China Suatistical Yearbook, ™

The evaluation of the targeting efficiency of the Dibao program iz closely related to the data
used. [f the data includes non-poor people. then the estimated targeting rate deviation will be
greater. Conversely, if the data includes only poor people, then the deviation rate may be

5o Jicmirang, “The Research and Practice aon the Mmimom Living Cuarantee Program m Chinn ™, Peaple's Puhlishing
Howse, pp. F40-141

4 Obn Gao, lrwin Garfinkel, Fuhua Zhai, " Anti-pevesty effectivensss of the Minimum Living Standard Assisiance Policy in
Lirhan China ", Bevdew o ineame and Wealth, 2008, vol 35, no 1, 2009, pp, 630 - 655

I3 Qin Gian, Irwin Gorfinkel, Fuhug Zhat, “How effective is the Minimum Living Standanl Assisance Policy in Urhan
Chima ©, Review of fecome & Fealth, vol. 55, so. | (Supplensents), 2007, pp. 630 - 655

15 Ravallion, Martin, Shaoboa Cher and Youjoan Wang, Doees the I Bao Program Guarantee g Minlmur fecome fn China s
Cietes?™ | In Fired Loa and Shailin Wang {ed ), Pebiic Finence in Ching. Refbrmy gnd Geawsh e a Harmonious Seciery,
Washington DU, World Bank, 2006, pp. 3117 - 314,

17 Melvar Wang, Emerging Urban Poverty and Effects of the Dibao Program on Alleviating Poverty in China, Chiner &
World Econamy, vol, 13, no. 2, 2007, pp. 74 - 88,

13 Can Yan-chim, "An Empincal Study om the Targeting Accuracy of the Minimum Living Secunity Syitem for Udhun B
esidente in China”, Journal of Central University of Finance & Econemics Mo.7, 2016, pp. 5 - 12
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smaller. Zhou found that the Dibao under coverage rate was 6.4 percent and the false
coverage rate was 4.8 percent by using the data of the “Wuhan 480 Poor Houscholds
Survey™. " Using the data on Urban and Rural Poor Household Social Policy Support Survey
(2001, 20012 and 2013 data}, Guo found that there was about a [53% targeting error in the
Chinese urban Dibao program, although the accurate targeting rate was as high as 85%,%

Other studies have sugpested that the targeting rate of urban residents in China is changing,
Yang et al found that the targeting efficiency 15 decreasing as the benefit fevel standard 1
INCTeasing.

The under coverage rate in 2002 was 54,3 percent as compared with 42.3 percent in 2007,
The false coverage rate in 2002 was 73.8 pereent when compared with 76.2 percent in 20074
It zhows above that no matter what kinds of researches are conducted (no matter what method,
what kind of data) one can not prove that China's Dibao program has achieved the goal of

covering all those who should be covered (Yinbao Jinbao) and that a targeting emor seems to
be difficult to avoid.

The Dibao targeting rafe in rural areas is more difficult (o determine when compared with
urban arcas. Farmers' assels (such as land) arc difficult to quantify. It is also difficult to
identify suitable Dibao recipients because the difference in living standards between farmers
is not large and the targeting process 15 easily influenced by ethical factors because of the
complex rurzl relationships among farmers, Sicular and Umapathi found that China's rural
Dibac program had provided adequate income security to beneficiaries, but did not have
significant poverty reduction effects due to the small number of bensliciares in the total
number of poor people. Conventional targeting analysis reveals rather large inclusionary and
exclusionary targeting errors™Another study also found that there is a large targeting
deviation in the poor rural areas. The targeting rate was (.63 in the sample, which meant that
65 per cemt of those who received the Dibao benefit were qualified, The coverage rate is
0. 148 in the sample, which means that there is only 14.8 percent of all gualified people who
are receiving the Dibao benefit™ The literature above shows that the rural Dibao targeting
elficiency is alse not high.

3.3 Main factors affecting social assistance targeting

Why are there a targeting errors in the Dibao program in China? Although it is very complex,
the reasons ean be mainly summarized as the following aspects in general.

l. Complex eligibility eriteria

The legal documents from the central Government (The EMLGUR n 1999, the IRSA in
2014 and the CERMLG in 2007) stipulate that the criteria for eligibility for a Dibao benefit
were determined by the level of an applicant’s income and assets, However, in practice, the
local policy has been to add a variety of extra criteria. This means that the Dibao targeting is
ne longer based solely on an applicant’s income and assets, but on a composite gualification.
For example, the use of classified guarantee (Fenler Shibge) added sovial demographic

W Ehou Dongxia, "Evaluation and Improvement of the Tarpetsng Policy of the Urban Minimum Living Guerantes™[ 1,
Tioctoral Dissertation, Wuhan university, 2015, pp [-152 2015

N Guo Weihe, “The Satisfaction Degree, Turgeting Rate and Employment Influence of the Lithan Dibao Progmem " Sacial
Construction, Vol 3 Me.5, 2006, pp. 3.

H¥ao Sui. Goo Qi &LiShki,"Targeting and Anfi-Pevery Effectiveness of the Urkan Dibaa in China", Studies in Labor
Economics, Vol 3, No. 3, 2005 pp. 52 - 78

=1 Golan. T Bicular. W Umapathi,"Any Guaramtees” China 's Rural Mininum Living Standard Guarantee Program®,
World Bank Group Washmglon D0C, 2004 pp 1 - 61

L Zhang Wetbin, “The Targeting and [denfificatson of the Rural Dibao Recipacnts in Poor Aveas . Science and Sockety, Nao.
3, 2000, pp. 36 -39,
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characteristies into the [ibao targeting. In addition there are stipulabons on the beneficianes’
consumption level as well as there being obvious behavioral and moral reguirements by the
heneficiaries, Morgover, Kinship or ethnic factors are also added as part of the largeting in
rural areas.

The above qualifications are all prescribed by the legal documents, In addition there are also
some unwritten males that, in practice, exist under the legal documents,

Ravallion et al found that a Dibao program's local implementation appears to be of far more
importance than ils formal rules® An exploralory study on the largeting of the Dibao
program in Guangehou found that there are thres unwritten rules m addibon to the meome
requirements: the ability to work, houschold structure and clienteles. At the practical level,
the implemetation of these three unwritten rules not only stops national resources rom
reaching the poor families in citics but also negatively impacts the ideclogy and damages the
legitimacy of the systen.”® Many places used the "local policy { T Zhengee’ " to exclude
many applicants. For example, people of working age are assumed to have a labour income
and can support themselves. Hence they are not able to get a Dibao benefit. For employees
who are applying for Dibao, laid-off workers who are entering the re-employment service
centre and the people who are receiving unemployment insurance or pension benefits, their
meome will be caloulated on their “earned income™ under the relevant standards published by
the local irmespective of the Fact that they do not have an income,®® The author's study in the
north-castern region of China also found that if the Dibao family has college/university
graduates, they are treated as persons with an income regardless of whether they have a job or
nol,

2.Technical difficulties

Firstly, accurate checking of a household’s income and assets is very difficalt, There 15 a lack
of a quantitative calculation index for household income and assets. The income of the
applicant is unstable or hidden deliberately. All of this leads 1o an inaccurate evaluation of the
applicant’s houschold cconomic status, 7 When compared with wrban residents, the
mformation gathening for a rural resident’s income is more difficull, The income source of
rural residents has changed, the proportion of income from migrant workers' remittances has
gradually increased, Because of the lack of a Unified Income Statistics System on a national
scale, this kind of income is difficult to be included. In many cases, the staff member's
judgment on ncome and assets is subjective because it is very difficult to aceurately evaluate
an applicant’s household income and assets.

At present, most provineces in China have set up an information checking platform on a
family's economic status. This can help to resolve the difficulty associated with means testing
by traditional ways, But the information checking system also has it shortcomings. For
instance, inter-provineial information can not be queried and some kinds of asset information
is not shared within the province. Family cash can't be checked through the information
checking system, Although household assets can be checked, the guantification of &

M Martie Havallion, Shachua Chen, “Benelil scidence with Incentive ElTects, Measureinenl Erross and Labeit
Heterogeneity: A Case Study for Ching™ Jeurnal of Public Scoremics, vol. |28, 2015, pp. 124 122

3 fie Lai, "Covering Whoever is Eligibie? An Exploratary Study an the Eligibility of the Urban Minimum Living Standard
Cruaranter 1 Chinn™”, Critical Sacial FPaficy: A Journal of Theory and Practice in Socia! Welfare, vol 34, o 2, 2004, pp
155 - 174

i Yanjun, Zheag Huibin, * A analysis on the [dentification of Social Assistance Recipicnts ™, Ching Caflective
Eronemy, Mo 11 2007, pp. LRS- [890.

< Jiang Zleigiang, Wang Weijin, “The Main Preblome and Policy Suppestions of the Urban Dibao Program™, China Ciil
Affairs, Mo, 6, 2015, pp. 25 - 28,
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houschold assets is also a problem. It 1s difficull to check family members who live together
under the existing policies. In accordance with the provizions of the RMLGUR in 1999, the
Dibao beneliciary must have a permanent urban Hokou, But for a "half households” situation
{where one person is an urban resident and the other is a villager), it is difficult to verify their
commeon income. In addition, an applicant whose household economic status does not meet
the Dibao requirement can also become a Dibao beneficiary by dividing hig'her Hukou into
two or three (Chathu),

Secondly, there are timing factors in targeting errors. In fact, the income and assets of low-
income people are always in g state of fux, For éxample, receiving an income transfer from
relatives or friends or an increase in wages could lead family's income to exceed the local
Dibao standard line. When the income and assets of poor families changes, the means test by
Government Admimistrative Departments can not be followed, The Govermment has been
strengthening the dynmamic management of people living on the Dibao program in recent
vears. However, "guarantee all should be goaranteed (Yingbao Jinbao)" in practice not only
exisls doe o the tme lag bul also has o face all kinds of resistance from beneliciary
houscholds.

Thirdly, high admimistrative costs could fead to inaccurate targeting. Where the accuracy of
the targeting is higher, the cost of collecting information and verifying information is greater,
Houschold income, deposits and interest, dividend income and asset information not only
depend on the construction of information checking system, but also rely on government staff
o conduct checks personally (o some extent, The evaluation of an applicant’s living
conditions and their consumption level is also dependent upon a staff visit to the applicant’s
home. At present, the construction of the information checking svstem in underdeveloped
areas 15 nol advanced and the stall numbers of the national Civil Alfairs Deparimenis
{especially the grassroots staff) is limited. Therefore, the accuracy of the targeting is always
faced with the challenge of administrative cost investment,

Fourthly, 1t iz difficult to solve the problem of undercoverage through information technology.
A number of studies have shown that the Dibao program has a serious phencmenon of
undercoverage, The main causes of this problem can be divided into twa: some people may
not know that they are eligible to apply for the Dibae program and some others may be
reluctant to apply for it because of the stipma attached to it or the boring administrative
procedores. Under these circumstances, it is necessary o mobilize those who are qualified to
apply for hbao, However, from the point of view of government staff, they are generally
reluctant to advertise and mobilize, because this will increase their worklead without any
practical benefit. Especially in the case of inadequate staff at the grass-roots level, the work
of mobilization 15 more difficult to carmy out,

3. The impact of political factors

The impact of political {actors on targeting can mainly be seen from two aspects. Firstly,
gome people who have failed to meet the Dibao eligibility criteriz are included in the program
i order o maintain social stability or promote the implementation of certain policies. For
example, according to the "State Council Notice on the Establishment of the Dhbao Program
for Urban Residents in the Country in 19977, laid-off workers and traditional secial relief
recipients should have priority over other Dibao applicants, Obviously, this provision is dus
1o the serous unemplovment situation that existed in the late 19905 and the Dhbao program
was urgently required to maintain soctal stabilicy. In the process of urbanization, some places
tnay bring those who don't meet the elegibility criteria into the Dibao grogram in order to
implement the "change the villager to an urban citizen (Cus Gai Ju)" policy. In some other
places, Dibao eligibility may be given lo appease petitioners or become a policy tool of
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achieving the interest of balance among rural villagers in the process of commumity
governance

Secondly it is affected by the political environment. When examining the coverage of the
Dibao program, we will find that the totzl number of beneficiarics under the program is
constantly changing. The number beneficianes under the program was constantly increasing
over some periods while decreasing over other period (see figure 1), This situation may he
closely related to the political environment. At the beginning of the 21st century, the main
task of the whban Dibao was to expand the coverage and to guaranttee all who should be
guurumﬂ:d [ Yinghao Jingbaa), Therefore, the local povermment tended to :x]'ran-l.l coverape
and include as many low-income applicants as possible in order to complete the polical task
during this period. Why did the number of Dibao beneficiary begin to decling after reaching
its peaking in 20097 This may be closely related to the anti-corruption reform of recent years,
Due to the high pressure against corruption campaign (Gaoyva Fanfin), local administrators are
olten stricter on the application checking in order to avoid mistakes in the procedures.

Therefore those who may or may not enter the Dibao program will be refused over this period.

As there is always a degrec of discrebonary power for instance when camying out a
household visit and demoeratic discussion when coming to a decision sometimes the local
staff have 1o make a choice between "sensible” and "lawful" 2

4. THE PROBLEMS WITH THE ELIGIBILITY CRITERIA AND PROCEDURES IN
THE SOCIAL ASSISTANCE SYSTEM

4.1 Eligibility criteria of social assistance programs tied to each other leads to welfare
dependency

Dibao and Tekun are the core lavers of the social assistance system, The recipient ol a Dibao
of Tekun benefit automatically mects the requirements for all other special assistance
programs. The fact that getting of either of these benefits means a recipient gers all benefirs
easily creates welfare dependency. This one benefit pets all benefits will bring the actual
Dibao benefit 1o a very high level, especially as the benefit from housing assistance and
medical assistance will have a much greater attraction to low income persons. Thercfore,
thase receiving Dibao or Tekun illegally will try to resist exiting from the Dibao or Tekun
program because of automatcally receiving the other welfare benefits.

4.2 Quantifying income and assets in rural areas is difficult

It 1z difficult to quantify the income from agricultural operations, housing and livestock in
rural areas. The family members who live together in rural area are also difficult to separate
clearly, A larmer’s wage and invisible income is dilTicult 1o check out, All these (actors cause
the income-based targeting to be carried out with difficultly in local practice, and will casily
lead to targeting errors.

4.3 Eligibility criteria is complicated and vague

Although the legal documents from central level regulate that social assistance fargering is
mainly related to houschold income and assets, the local authonty adds many other kinds of
criteria. The Dibao targeting at local levels becomes a mixed-criteria targeting, and make it

“k o Yuan, * Research on the Dilemma of the Subsistence Security Svstem from the [dentity Welfane Perspective -

Amnalyais on the example of F street subsistence allowances ., Mastert "Tlhess of Shengyang Mormal Univessity, 2084, pp.1
=37

Fhu Yupene, Liv Yunxiang, “Instiubion Bnviroment, Discrelionary Power and the Social Policy Implementation o China -
- The Implementation of the Usbas Dikao: Policy mw C Ciny™, Jouwmnal of SunYat-sen Univesssty (Social Seicace Edition), Vel
54, Mo6, 2004, pp. 159 - 168,
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operation 8t the grazs-roots level difficult for the staff. In some rural arcas, receiving Dibao is
mainly based on evaluation and selection (Pingruan) instead of income and assets.

4.4 Low policy awareness leads to undercoverage

Undercover age in the social assistance system is mainly because of low policy awareness.
The social assislance syslem has eighl programs, and cach of them has difTerent eligibility
criteria and application procedurcs, Some qualified villager/urban citizens do not apply for
the social assistance program mainly because they do not know who can apply and what
kinds of procedures must be gone through, Consequently they lose the opporfunity o oblain
social assistance.

4.5 Non-standard phenomena exist in social assistance procedures

The social assistance procedure is complicated. The procedure from application to approwval
will take up a lot of time and energy by both the applicant and the administrative staff. The
institutional incentive for grass-roots staff is inadequate, There is a serious shortage in the
number of staff in the grass-roots Civil Affairs Department. These factors all make
nonstandard phenomenon easily appear in the procedures. Moreover, the supervision from
the masse o grass-rools siaff is weak because the publicity related 1o policy propaganda is
inadequate.
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3.2.2 Optimization of Social Assistance — Procedures and Eligibility Criteria for
Social Assistance Benefits: Best Practice in EU Countries

EU best practice report

Julien Van Geertsom, EU-Ching SPRP expert
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INTRODUCTION

T'his report is a document within the framewoerk of the EU- China Social Protection Reform Project.
It is the result of a study visit of the experts (from 22 November 2017 until 29 November 20017) on
optimising social assistance procedures and eligibility critena for sovial sssistance benefity, better
coordination and the fight against secial fraud. Several sessions with Chinese professors and experts
and a final discussion with the Ministry of Civil Affairs made this report in its actaal form possible.

It s clear that Europe has no lessons to teach China since Ewrope itself is confronting similar
problems (benefit adequacy, coverage, non take-up, inequalities, etc..). The following tables show
the great difference between European member states on coverage and take up.

Table 6: Assessment of a Minimum Income Scheme on Coverage and Evolution over Time

Coverage Fairly Partial Very limited | Pasitive | Status Quo Negative
How comprehen
extensiva is | sive
the BE CH C¥ | AT ES (BG EL ES|ATBECY | BG CH CZ|DK FR HU
coverage of | oz DE EE | (Basque HR IT (BAf JFI LU MT ) DE EE ES | MK PT RO
pecple MIDK FI FR | country) F&/MO/NSC | RS 51 HR IE IS IT | UK
need? IE IS LI LU | HU IT[BZ/ | /PUSSASSY] LI LT LV ML

MT NL MO | TH) LT MK | VA] LV PT NO PL SE

S5E 51 Sk EL RS Lk RO SH

Source: Minimum Income Schemes in Europe; A Study of National Policies 2015, European
Comemission (Hugh Frazier and Eric Marlier}

Table 7: Assessment of Minimum Income Schemes on Take up and Evolution over Time

Take-up Fairly Partial Quite Positive | Status Quo Megative
How complete limited
complete s | gz pK EE | AT BE CH | ES HR AT BG FIJ€H CZ DE|BE CY HU
the take-up |1 15 MT |CY CZ DE ISMTES | DK EE ES | RO SISK
of ] ML | ML {social | ES {Basque FR HR IE
benefits by | assistance) | Country) FI IT{NSC) LI
those SK FR HU IT LT LU LV
entitled (o [WSLC) L1 ME ML NO
them? LT LU ¥ UK

MK ML

[@dditional

soCial

benefits)

NG PL RO

RS SE SI

LIE

Source: Minimum Income Schemes in Europe; A Swmdy of National Policies 2015; European
Commission ( Hugh Frazier and Enc Marlier)

China on the other hand is one country, but the differences between its provinces are similar to the
differences between the EU's Member States. But in China there are also similar problems
comcerming adequacy, coverage and non take-up,

The way Europe tackles the challenges of adequacy, coverape and non take-up can be an inspiration
[or the Chinese reform program. Leaming from each olher and shanng experiences between Europe
and China is the way to mutual reinforcement and to finding appropriate solutions for commen
profblems,

This report wants to be a contnbution to this shanmg of experiences and the search for solutions,
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1. DESCRIPTTON OF THE MINIMUM INCOME SYSTEM IN BELGIUM

The right to social integration in Belgium is granted by the Public Center of Social Welfare
{mstigated by the law of 1976} It 15 materialized by employment or the award of an inlegration
ingome.

This right must be accompanied by an individealized project for social integration {a contract
generahized to all benehoanes by law in November 2008),

The minimum income conditions are: residence in Belgium, minimum 18 years of age, income
lower than the imcome amount and prepared to work and Orst aking up other social rights,

The right to the Minirum Income is established through a soctal inquiny that must be executed by a
professional social worker {social assistant, a bachelor™s level of education).

The minimum income is only granted if the applicant lacks sufficient resources, is not entitled to
claitn other resources and is not able to obtain resources independently or in any other way,

The following resources are taken in agcount to define the income: unemployment benefits,
allowances for the disabled, allowances for sickness and invalidity, retirement or survivors’
pengion, educational allowances,

Some other benefits are not laken into account: family benefits, training incentives, housing
benefits, payiments received as a volunteer,

In the annex there is a detailed description of the minimum income scheme in Belgiom with the
budgets that is allocated to it It is a paper prepared by the staff of the Ministry (PPS Social
Integration) for the purpose of an exchange with Spain.,

2. SOME GENERAL CHARACTERISTCS
2.1 System of last resort

The munumum income system in Belgium s based on the Belgian constitution. This guarantees
every aitizen a Life with human digmty with the fundamental social mghts {Art, 230,

These social rights are the right to a life with dignity, the right to work, the right to housing, the
right to education, the fght to culture, the right to energy, the rght to participate in society, the rght
io social services.

If & citizen has no sufficient means o live with dignity he/she 18 entitled 1o the Right of Social
integration,

This right (The Law on the Right of Social Integration of 2002) provides a job or if not possible a
financial contribulion {(Income of Social Integration) and a pathway 1o exil poverly.

Basically the integration income is linked to an integration contract. This is within the framework of
an active labor market policy that tries to help the beneficiaries retum as guickly as possible to
work.

For those who are not able to work the integration contract is a method for social activation helping
the heneficiary to find again a place in society (breaking loneliness), This can alse mean that
voluntary work is stimulated (but never compulsorily).

This approach 15 8 concrete example of ‘active inclusion’ {2 recommendation of the European
Commission in 2008),

This right is means tested and applicants have to first exhaust all other rights of social security, An

applicant whoe 13 entitled to unemployment benefits, health benefits or a pension can eventually
have a complement from the minimum income scheme. 1F the applicant has still less income than
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the minimum income amount he/she will be provided with the supplementary amount of incoeme
provided under the right of social integration.

This demonstrates that in Belgium social protection is organized frstly under social security (rights
linked to vour status of work and based on contributions) and secondly by social assistance with &
minimum income scheme as the last resort (it is financed by general taxes).

2.2 Shared solidarity by local and national level

The income of social integration 8 granted by the Pablic Centre of Social Welfare (PCSW).
Every municipality has the legal obligation to creste 2 PCSW under the law ol 19746,

e Belpium there are 589 municipalitics and 589 PCSW.

The mission of the PCSW is to provide a lhife with human dignity for every citizen of the
municipality. It means granting the integration income but also providing services (for the elderly,
childeare, ...}

The council of the PCSW is composed by clected members. They are elected by the municipality
council and the parties represented in the municipality council {direct elections by the general
public) are propoertionally represented in the PCSW council. The consequence is thal the minimum
ingome is democratically granted by an clected council {although clected indircetly). But the criteria
are nationally established and are the same for all Belgian citizens wherever they live. Moreover,
the council can vnly make a decision on the hasis of a proposal by the social worker (hased on a
social inguiry).

The benefit 15 granted after a2 social inquiry conducted by a professional social worker (social
assistant, bachelor level). This social inguiry has the ohjective of venfving if the applicant is
entitled to the benefit {means tested) and developing a pathway out of poverty for the applicant. 1t is
an assesstment of the applicant’s capacities, needs, problems and opportunities that guarantes that
the best possible ard 15 provided (this 15 called the social balance of the socal inguiny).

Therefore, the applicant negotiates with the PCSW (the social worker) an individualized social
combract.

This contract containg the rights and the obligations of the beneficiary and of the center. It is a two

way contract that also lists the efforts that the POSW will underiake to meel the needs of the
applicant and to help him ¢ her out of poverty, back inte the labor marke! or info socicty.

The social inquiry containg at least a consultation of the Cross Roads Bank of Social Security
(CBS5), a home visit and a social balance (assessment of the capacities and needs of the applicant),

The consultation of the CBSS is crucial in the means testing. It provides all the information on the
applicant’s other social securily rights and imcome (work, assels, taxes, ), ILis nol an enormous data
base of all this data, but it is rather a platform that permits consultation of the database of other
social institutions (e.g. unemployment benefits). The law prescribes a circular listing the data that
has to be checked.

With a home visit, the social worker will verify the living conditions and the needs of the applicant.
This is an essential element (and a complement of the social balance) in the definition of the
pathway oul of poverty and the negotiation of the infegration contract,

The minimum income is paid by the PCSW and the PCSW will create through the Mational
Ministry (through the platform of the CBSS} a demand for reimbursement,

The National Ministry (I'P'S Secial Integration) will reimburse 2 minimum of 55% and on average
T0% of the granted amount, For every beneficiary the National Ministry will also pay an annual
amount {about 470 Euro) for work the PCSW did for the beneficiary.
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The wvariation in the percentage of the reimbursement depends on several erterias scale of the
PCSW (number of inhabitants where it is located), number of applicants. special employment aid
€fc.

Sa the financial solidarity is shared by the national and the local level.
2.3 Combination of & common socele! and tailor made approach

Simce the PCSW are democratically elected and autonomous, the policies between the different
PCSW can be very different.

They have the legal opporfunity to add to the national amount of benefit an extra financial amount
ot benefits in kind, Since the pational income amount is below the poverty rate (6% of the median
income) several POSW use this as the reference budget.

Reference budgets are scientifically based on a basket of goods and services someone needs to have
a life with human dignity. The Thomas More High School in Antwerp (Geel) developed a software
application (REMT) that a PCSW can use. It contains a list of products and services and the amounts
of money that are necessary to purchase them. It contains products and services for food, leisure,
clothing, housing, education, mobility ete.

Some PCSW have a policy to provide large support, above the national ameount (support for
housing, education, leisure, .} because they think that when the basic needs are fulfilled the
heneliciaries have more energy lo concentrate themselves on finding a job, follow training, and
therefore more quickly cxit the system of social assistance.

Others think that the less you give the sooner beneficiary will find a job. The expression: *1f at the
end of the month they don’t have money anymore to pay the bills, they will very guickly find a job’
applies.

Recent research (CSB Antwerp, Sarah Carpentier 20168) finds no evidence for the second opinion,
but shows that the better the material conditions are, the sooner the beneficiary will leave the
minimum income scheme and find his‘her way in society (labor market) again,

This 15 in line with the rescarch of Mulhamatan and Shanf {Scarcity, 20105) that shows that a
shortage of money or food always produces worse behavior. In a situation of scareity people don't
behave rationally but imationally. In their research Mullainathan and Shafir make the companson
with people that have to deliver under a deadline (papers for journalists, sciemtists etc...). Until the
last moment they make irrational decisions on using their time. People in poverty do this also. Their
conclusion: is that if poor people have sufficient money to live a notmal life without scarcity of
financial means to survive, they will behave more mtionally and can concentrate on other projects
{e.g. to find a job).

We can conclude that the system m Belgium combines a common soccle with a tailor made
approach.

It depends on the local majority in the POCSW which policy concerning benefits and activation will
be followed. It is a local democratic choice.

Anyway, every beneficlary has an integration contract which defines this tailored approach,

Unless there are reasons for health or fammess, 1t 15 compulsery 1o have this integration contract.
The content of the tailor made approach depends on the policy of the local majority.

3. SPECIFIC TOPICS

! Soccle means: a cominon base where vou can build up other parts of Social Aid. In Belgium there is the 5o name
amount of social aid for every citizen wherever they live in Belgiom but every municipality can give more aid if thev
wanl. For mstance aid for housing, meney for chidren et
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3.1 Coordination
i.l.1  Owverall coordination of the fight against poverty
Poverty 1= a multidimensional phenomenon, So you can’t fight poverty only by providing benefits,

Every policy field must be implicated. Poverty reduction is also the responsibility of the Ministry of
Egonomic Development, the Ministry of Education, the Minstry of Cultural AfTairs, the Ministry of
Finance, the Ministry of Justice, not only the Ministry of Sccial Assistance and Social Affairs.

Therefore Belgiuom has developed poverty reduction plans that contained measures in all palicy
fields. These are coordinated by a Federal Secrctany of State.

Since the fight against poverty can not be limited 1o one level of competence, the anti-poverty plans
were designed to be multi-level strategies and plans, Locel, regional, national and European levels
have to cooperate to win this battle. Within this vision, Europe developed in 2010, under the trio
presidency (Spain, Belgium, Hungary), the EU 2020 stratepy to create sustanable, inclusive
ceonomic growth,

This strategy was translated into 5 tarpets: two on environment and one on education, employment
and poverty reduction (2t least 20 million persons out of peverty in 20200, Euwrope asks every
Member State to develop every year a national reform pregram which defines the way the targets
will be met by the Member State. [t is called the Furopean semester and it is an open method of
coordination (with respect of the aulonomy of the Member State, the so called subsidianty
principle. This means that decisions have to be made at the most appropriate level of power as 4
preference which is usually the most local level).

The European Commission ssscases the policy of the Member States to evaluate their way to reach
the goals defined in the Treaties and the EU 2020 strategy. The Commission proposes every vear
‘country specific recommendations” that should be the base of the national reform programs,

Im reality the balance between the economic and social objectives, that was the base of the Europe
2020 strategy, has been broken by the austerity policy enforeed by the Commission sinece the bank
and economic crises of 2008 (based on the Maastricht Treaty).

The result 1s that the austerity policy has in many Member States strangled the social policy and
introduced economies into the social programs which bave increased the number of poor people in
Europe, The ELT 2020 targel on poverly will not be delivered. Also in Belgium (he avsterily policy
has had consequences on the level of social protection and social security,

The eoordimation through multilevel and multidimengional poverty reduction plans did not deliver.
This demonstrates the reason why the poverty rate in Belgium has stayved stable over the last fen
years (about 15.5 percent of the population).

3.1.2  Local approach: the role of the POCSW

At the local level all interventions in the fight against poverty are coming together and in many
cases the local entities of the national or regional administrations are acting as silos,

Therefore the PCSW has a local, legal coordinating role. They are the coordinating body of local
social welfare. They have the legal mission to guarantee the fundamental social rights of every
citizen of the local municipality. They fulfill this mission by offering financial benefits and services.
As described earlier the right to social integration 15 not only a financial benefit but also offers a
pathway to exiting poverty through an imtegration contact, To succeed in this pathway cooperation
with WG s and other public institutions iz necessary, But there 12 a clear division of rolea.
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The PCSW determines and grants the right and stays always accountable when they work together
with others. They work together with the public employment service to lead the beneficiaries to a
Jjob. They work together with NGO s on training, housing, parental support, mental health.

The financial benefits and the secial inguiry on the other hand are the exclusive competence of the
PCSW.

Sometimes the national level s providing extra financial support for this coordination mission. e
the project *Children First’. It is & project to bring together all actors at the local level who are
active i the field of the fight agamnst child poverty. The National Ministry (PPS Social Integration)
is financing # coordingter and some financial mesns for the funchioning of this coordination, The
rest of the money is paid for by the PCSW.

Pariners in this project are: institutions of carly childcare education, schoals, NGO s, associations of
people living in poverty and parental suppont organizations.

Their first mission is to make an inventory of all the organisations working in the field of fighting
agains! child poverty. Then they do an assessment of the services to see il all the needs are being
covered and that there is no overlap. The next step is then to fill up the gaps to cover all the needs
and to eliminate any overlap, An important parl of this project is the involverment of people living in
poverty, including parents and children themselves,

An evaluation of this project has been made by KEMG {2014

3.1.32  Relation between national and local level

As described earlier the POSW submits demands for the reimbursermen of the minimum benelits
that they granted to the National Ministry (PPS Social Imtegration),

The Mational Minstry develops reglementation {circulars), legislation and accompagnies of the
PCSW, One method to do this accompagnie is to organise the physical contact between the National
Ministry and the PCSW.

Twice a year (in spring and autumn) the Ministry invites all PCSW of a provinee {there are 10
Provinces in Belgium) to discuss some common points of reglementation and the results of rescarch.
Al PCSW and their social workers ate invited and the top levels of the administration are present.

The agenda of the 2017 autumn mecting contained the results of an evaluation study of the social
policy in the field of energy {electricity, heating, ...}, the policy of fighting homelessness by
Housing First (with the presentation of good practices in every province), the results of the
satisfaction survey by PCSW in 2016 and the action plan to answer the necds/suggestions of the
PCSW that came up in the survey.

This 15 very much appreciated by the local PCSW and their social workers because they have the
opportunity to have direet contact with the national level.

Every year the Ministry organizes a survey of satisfaction of services provided by the PCSW, They
can provide their comments or needs on any topic that they want to, Every survey is followed by an
action program to answer the demands and to make the functioning of the national administration
more congistent with the needs of the POSW.

A good example is the redesign of the website of the PPS Social Integration. In the 2015 survey
there were many remarks about the website and it had a low satisfaction rating. The Ministry
decided o redesign the website and did this through cooperation with PCSW in working groups, It
was definitely a cooperative redesign.

The survey 2016 showed a high level of satisfaction with the wehsite.
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The website of the National Ministry has become a real working instrument for the PCSW, Tt has on
a vearly basis 169,000 unique vizitors and menthly about 50.000 (which is very significant since the
website is not oriented towards the general public but towards experts). It contains all legislation,
reglementation, circulars and  stalistics and covers all the working felds of the national
administration.

It has also a chapter on ‘good practices’, PCSW can present good practices and the national
administration is also adding good practices {from their inspection or from research). Through this
instrument the PCSW can learn from each other and have some inspiration for their own practice.

Al least twice 3 month a newsletter 15 sent to gll PCSW (and to their social workers, 8,000
addresses). This newsletter contains new legislation, results from research, good practices and
invitations o interesting events. 11 s also 2 way of coordinating the PCSW in an indirect way,

A last instrument for coordination is the finctioning of the inspection of the Mational Ministry.
They not only control whether the money from the national level is correctly spent bur they have
also o control if the rights of the citizens are correctly granied or correctly refused.

Another service the National Minisiry offers, via the inspection, is the assessment of the working
procedures of the PCSW, So they can give them advice to better oganise theit services and their
social inguiries,

Since the inspection is familiar with the way of the workings of the PCSW they can propose to
implement the best prachices, This means that by working on the best way possible the coordination
of the practice is promoted.

We can add to this that in the satisfaction survey every year the inspection obtains one of the
highest lovels of satisfaction compared with the other services, It shows that the advice and help
from the inspection is much appreciated by the PCSW. This is not the case for a controlling service.
For example would the tax adnunistration get such high figures?

3.2 Non take up
321 Concepl

One of the problems of the fight againat poverty is the high percentage of people that are not taking
up the rights that they have, Overall in Burope there is a percentage of between 40 and 635 percent
of the population whe do not take up this right (Repon of the European Parliament, Aprl 2017,

[t Belgium the research of 2011 {Schokaert en Bouckaert, KULeuven) proved that between 85 and

75 per cent of people who were entitled to al least one month’s minimum income did not take up
this benefit,

T we compare (his with the level of fraud (only 5 percent of the beneficiaries secording to the
study of Price Waterhouse Coopers on fraud in the Belgian social assistance system, 2013, which
can be accessed on the website of the PPX Social Integration) then this is a much bigger challenge
than the fight against frand,

There are several reasons that can explain the situation relating to this non-take up: lack of
information, stigmatisation, conditionality of the benefits and administrative procedures (Report of
the European Parhament Apnl 2017}

American research has demonstrated that the administrative burdens are of the highest importance.
In this research on food stamps in the USA the authors analysed the results of a sensibilisation
campaign, a project to fight stigmatisation by replacing the stamps by an clectronic card and
concluded that there was not much difference over the previous situation. Qualitative analyvsis
showed however that the administrative burden were a much more important reason for the non
take up.
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How i Belgium fighting against this non take up? By the automatic granting of rights and by
outreaching.

322 Automatic granfing of rights

Instead of waiting till the beneficiary asks for an intervention and has te fill in the documents,
Belgium has developed a policy of the amomatic granting of rights, OF course this is almost
exclusively possible only when the nght 15 & material benefit,

To make thiz possible Belgium has created a database within the CB33 with all the beneficiaries
that could possibly be entitled o some complementary rights {supplementary on the minimum
ineome scheme)

Who 15 in the databazse? The databaze includes all beneficianes of the minimum income schemes,
beneficiaries of the special interventions in health care, disability recipients and unemplovment
beneficiaries.

An institution that delivers a cerfain product/sernvice whene there 15 a social tariff has to check every
new client to see if he/she is entitled to the social tadff. Because of the protection of their privacy
the institution will only get an answer of either yes or no. They will have no information on the
hasis under which someone 15 entitled (which benefit). Al thev receive 15 whether they are entitled
or not.

The process of the aulomaric granting of rights i fully developed by all Belgian governments
{Federal, regional the Dutch speaking community, the French speaking communily and the German
speaking community ).

This approach is already implemented for the social tanfT for electricity, mobility and water,

Oher rights are under development.

323 Outrcaching

The secial integration income can not he automatically granted because it 8 not only a material
benefit but it 15 also the pathway out of poverly with services and an integration contract.

Moreover, the PSCW needs to assess the actual real incorme (Tax data is at least one yvear ofd).

Therefor the following scenario has been developed: on the basis of data in the CBSS. The Mimstry
can have a general view of real income {not precise because not all data are in the CBSS and they
don’t all have the same format). The Ministry can make a list for every municipality on a monthly
basis of the people who might be entitled to the minimum income scheme and send this list to the
PCSW and ask them to verify if this people are really entitled, ie. by home visits,

Instead of waiting till the applicant shows up at the PCSW they go out and look for those who could
e entitled. There are also other ways to crganize this outreach policy e.g. by organizing activities
in neighborhoods, by working together with the associations of people living in poverty,

Civil socicty and NGO's can play an important role in detecting people who might be entitled to an
integration income.

3.3 Fighting against fraud

3.3.1 Context

Simee the crisis, austerity policies and the phenomenon of rising populist parties, public opinion and
the governments of Burope have paid special attention to fraud. Although fraud with taxes {and tax
evasion} are of a much greater volume (see Panama Papers, Paradise Papers) and have much more
of an impact on the daily life of people cspecially the middle class (because they have fo
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compensate for the missed taxes), there 15 much more action against fraud concerned with social
benefits.

Peaple in poverdy are not seen anymore as victims of the system by exclusion but as potential
fraudsters.

Leading opinion says that if you want to guarantee a well developed social protection system, you
need the support of the public {and especially the middle classes) because they are the ones who
have to pay for the system.

Il they are not sure that only those who are really in need will get a benelit, they will refuse to pay
and the politicians will be forced to dismantle the social protection system.

On the other hand oo much attention to social fraud may poison the societal climate and undemmine
every expression of solidarity. A society dominated by suspicion that all the others are possibly
abusing the soctal system i3 not viable.

Muoreover by instigating more control and more conditions to be sure that only the really poor get

access to the benefits may give rse to non take up since the administrative burden may get too great.

Another risk ol o much altention 1o frawd is that there can be disproportionate actions underaken,

For example the city of Rotterdam wanted to be sure that within the framework of its means testing,
no owter of 2 house could receive the full minimom income benefit. For the people originally
coming from the MNetherlands there is an official st of house owners. But the politicians were not
sure that the people originally coming from e.g. Morocco or Tuwrkey did not own a house in their
country of orgin because official liss do not exist in these countries. To tackle this problem the city
hired private detectives to do an investigation in the claimant’s country of origin. They succeeded in
discovering that the abuse amounted to about 400,000 Euro. But the cost of hiring the detectives
and the whole operation was about 2 million Eures, This is, what is called in Flanders, “shot a
moustigue with a canon”. The operstion was finally cancelled because of the disproporbionate
investment/results. Mevertheless, it inspired the city of Antwerp to launch the same operation.

332 Prevention
The best way to fight fraud is to prevent that it happening. It is always better to prevent than to cuve.

Therefore you have to develop 3 way of working the procedures so that only those who are enlitled
to get a benefit get a benefit at the right level. And these who are not entitled don’t get a benefit.

In Belgium the [ederal social sssistance policy against fraud 14 in (he frst place a policy of

prevention. The social ingquiry of all applicants is the first and most powerful instrument for
prevention. Clear eriteria are in the law and clear adminiswative instructions (circular) are
lacilitating the social inguiry, The social inguiry must be executed by a highly trained prolessional
(a social assistant, bachelor's degree). He'she has to consult with the CHBSS for all the data that arc
mentioned in an administrative insouction and 2 home visit will be necessary to assess the real
needs and develop a pathway within the integration contract to exit oul of poverty,

As described before the inspection of the Ministry (SPP Social Integration) assesses the working
methods‘procedures of the PCSW and provides advice to help better the organisation,

333 Control ex post
CH course the sifuation of a beneficiary can change.

Therefore the PCSW has, al least once a vear, a legal obligation 1o conduct a new social inguiry.
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And if the guidance and the follow up of the beneficiary is well organized, any change in the
situation will be very guick detected and an opportunity will arise to adjust, if necessary, the benefit
paid to the beneficiary.

It iz the prime responsibility of the PCSW te follow up the beneficiary and to comeet eventually the
benefits.

A alresdy described the total number of social frauds m the socal assistance program 1s hmited (5
per cent was the conclusion of PWC). The moest frequent case of fraud is the fraud of place of
residence,

Sinmce the Minimum Income Schemes have different benefit amounts for people living alone
{around B30 Euro), people living together (each around 5530 Euro) and people with children under
their care {abaut 1250 Eura) it s more advantageous [or people o live alone than to live ogether,

In some other sectors of social security, but also in some PCSW examining the bills for electricity
and water it can be used to determine if people are really hiving apart.

Anyway, this is a paradox of the system in Belgium: although it is generally known that living
together 12 better way to fight poverty (and loneliness), the system promotes separation by pranting
more money to isolated persons.

The Federal Ministry organizes an automatic consultation of the CBSS when the PCEW introduces
a demand for reimbursing the benefit. When the Federal Ministry detects that the beneficiary also
has some income in the other sectors of social security it will give a signal to the PCSW that it has
to analyse the situation of the beneficiary again.

The National Mimistry alone can not decide because somefimes it is perfectly legal to combine some
resources of work and the minimum benefit up to a certain level. The PCSW must investigate if the
amount is acceplable according to the law,

4. SOME RECOMMENDATIONS

One of the strong elements of the Belgian social assistance svstemn is the legal definition of the
conditions for entry info the Mimimum Income System. These condibions, and the benefits are the
same for every citizen of Belgium and are guarantecing a life with human dignity as guaranteed by
Article 23 of the Constitution.

At the same time the local PCSW can adjust the amount of the benefit (only an addition never can
they pay less) according to the differences in wealth of the several municipalities. Poverty is always
relative,
It could be recommended to China that it inwoduce a legal minimum income scheme that is equal
fior every citizen in China, bul which can be supplemented by the local authorities aceording o local
wealth,
A second strong characteristic is that the Minimum Income Scheme i3 not only an amount but alse a
serviee,
A pathway to reintegrating into socicty {in the first place the labor market) is offered through an

integration contract. This contract detenmanes the rights and the ¢fforts that both the PCSW and the
beneficiary will invest to create results and end poverty, It is a two ways and balanced contract.

It could be recommended that in China a reform of minimum income scheme could also introduce
mare services and contractualise the relationship between the beneficianies and the authorities.

A third strong characteristic of the Belgian system is the use of digitalised data via the CBSS. But
its use does nol replace the professional work of social inguiry. It is only & part of it.
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It could be recommended that the enormous progress in collecting data in China could be used for
the better quality of granting a benefit under the minimum income scheme. Therefore professionally
trained social workers are irreplaceable and could also in China be used for better assessments.

A fourth quality of the Belgian system is the structural coordination of the fight against poverty by
the PCSW at the local level. They have the legal obligation to guarantee, at the local level, a life in
dignity for every citizen. Therefore the PCSW has the obligation to work together with all the local
public authorities and civil society.

It could ke recommended that China designates at the local level an nstitution with the legal
ohligation to coerdinate the fight against poverty, This institution could collaborate with other local
mstitutions and civil society, but keep the crucial competence of deciding and granting benefits
under the minimum income scheme.

At lastly Belgium is investing in increasing take up and preventing social fraud by developing more
guality in its work methods.

It could be recommended that China invests in the better quality of ‘social assistance benefits’,
enhancing the methods to prevent social fraud and to lower non-take up.
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3.2.2 Optimization of Social Assistance — Procedures and Eligibility Criteria for
Sacial Assistance Benefits

Policy recommendation repart
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THE ELIGIBILITY CRITERIA AND PROCEDURES FOR SOCIAL ASSISTANCE
1.1 The eligibility criteria for social assistance

The social assistance system in China includes eight programs, namely Dhbao, Special Vulnerable
Groups Assistance (Tekun), Disaster Assistance, Medical Assistance, Education Assistance,
Housing Assistance, Emplovment Assistance and Temporary Assistance. According to their
eligibality criteria, the gight programs can be divided into three layers, The Dibao families and
Tekun recipients are the poorest in the urban and rural communities who can enjoy a continuing
cash transfer in order to help them to make a basic living. Mote importantly, Dibao and Tekun
recipients are automaticallv elipble for medical assistance, housing assistance, education assistance
and employment assistance (known as the special assistances). Except for the Dibac and Tekun
recipients, the beneficiaries of the other special assistances also include other low-income groups.
The beneliciaries of the lemporary assistance and the natural disaster assislance programs are (he
vietims of sudden disasters, and the payment period for both programs usually won't be a long time.

A means test 38 required for all social assistance applications except for the disaster assistance
programs, Although the key factor in whether or not an applicant will obitain social assistance is the
applicant’s income and assets, many other eligibility criteria are added in local practices. For
example, to receive Dibao the applicant must meet obvious behavior and moral requirements, and
other criteria such a5 4 work requirement for people with labor ability, the applicant cannot have
illegal or criminal behaviors, the Dibao beneficiary can net have a dailv consumption level
significantly higher than the local Dibao standards ete. In the process of the democratic discussion,
{he applicant’s relationship in the commumity s also an important factor in determining whether
heishe can receive Dibao. In rural areas, the elderly, children, those with a serious disability or a
major disease are the people who are more likely to be selected as a Dibao beneficiary in order 1o
reduce disputes, On some oceasions, the requirement relating fo the hovsehold’s economy 15 even
not the most important factor in the local targeting practice.

The gualifications above are all regulated by lepal documents, In practice there are also some
umwritten rules that exist under the legal documents. These unwritten rules sometimes arc more
important than the official policy. For example, people in the working age group are assumed fo
have a labour income and can support themselves, hence they cannol gel o Thibao benehit, 15 he
Dibao family has college/university graduates, they are freated as people with an income regardless
of whether they have a job or not, hence they are more easily ejected from the Dibao program,

1.2 The Administrative Procedure for Social Assistance

The administrative procedures of the Dibac program are the most prevalent of the current eight
social asgistance programs, The administrative procedures of the Dibao program mclude a personal
application, decument examination, means testing, a democratic discussion, community publicity,
reexamination and approval, re-publicity, benefit payment, daily management and legal
aceountability,

The twn of streel level government will review the application documents submitted by the
applicant or his agent. The means test will be launched after the document review. The means test is
the most important and complex part of the social assistance administration procedure. I,
specificatly  addresses the following questions. (1) The means test includes a household
investigation, neighborhood visits and & claims letter. In addition, information checking has become
one of the most important steps in means testing in recent years. {2} After the means test, the
town/district level povernment shall organize a democratic discussion on the econemic condition of
the applicant tegether with the urban-rural Dibao cadres, resident/villager committee members and
villagers/residents' representatives who are familiar with the applicant's family economie status. The
results of the democratic discussion will be published in the community, (3} After the venfication of
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the documents submitted by the street office or township govemment, the district and county Civil
Affairs Departments will give approval to the results and the result will be made public again in the
town/street and community. (4 The Dibao benefit will be paid to the household's account through
the banking system afier the re-publicity,

The daily mapagement of the Dibao program includes beneliciary management and fund
management., Beneficiary management is aimed at removing these who do not meet the cligibility
criteria for the Dibao program and to include those who meet the criteria. The financing of the
Dhbao fund 15 shared among the government financial departments at all levels. The general
principle is that the richer the province the less support it will get from the Central Government.
Thiz principle is alse used internally within a provinece.

The accountability of the Dibao administration can be divided imte two parts. One is the
accountability of the beneficiary, which includes critical education, suspension or cutting ofT the
Mbao benefit, fines and criminal hahility, The other 15 the accountability of the administrative
personnel. This includes eritical education, administrative sanctions and criminal responsibility.

1. THE CHALLENGE AND PROBLEMS OF THE ELIGIBILITY CRITERIA AND THE
TARGETING PROCEDURE FOR THE SOCTAL ASSISTANCE SYSTEM

1.1 The challenge of the eligibility eriteria and targeting procedure for the social assistance
system

A substantial change in the number of beneficiaries has been a major challenge for the social
assistance system over the recent years, For example, the number of urban Thbao beneficianes was
only #49.000 urban residents in 1996, It then increased to 20647 million in 2002 and remained
stable until 2008, The number of beneficiaries then began to decline in 2004 and in 2015 only
17.011 mallion people remained in the scheme. The sharp decling in the number of Thbao
beneficiaries ocerred during the peried of the transformation of the economic structure when there
was a high unemployment rate. Hence the function of a social assistance system should be
reconsidercd from the social stability perspective,

At the same time, the total number of beneficiaries under the urban and rural medical assistance

program was %694 million in 2005, By 20035 it had reached 95238 million. The number of

beneficiaries under the medical assistance program was increasing constantly and was putting great
financial pressure on all levels of government.

Targeting efficiency 15 another big challenge for the sovial assistance system. Many studies have
found that "false coverage (Cuobao)” and "under coverage (Loubao)" are serious problems in the
urban Dibao program. Ih raral areas, farmers’ income 18 unstable and seasonal and the difference in
living standards between farmers is not great ete, So the targeting of social assistance in the rural
areas is more difficult than in the urban arcas.

1.2 The problems of eligibility eriteria and the targeting procedures of the social assistance
system

2.2.1 Main pruh]crn.ﬁ with social assistance™s :Eigihﬂl[}' criteria

First, the automatic eligibility for certain soctal assistance programs easily causes welfare
dependency. The automatic eligibility of Dibao beneficiaties for the other special assistance
programs will lead to a very lngh benefit level in practice, especially with the autotmatic entitlement
to housing assistance and medical assistance. This will be a preat temptation for some low income
people to try to stay in the Dibao program even if they are ineligible.

Second, the cligibility eriteria for social assistance is complex and vague. Although the legal
documents from the central level stipulate that the Dibao eligibility criteria are baged on the income
and assets of the applicant, in practics local policy has added a variety of qualifications such as
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expenditure, morality and behavior ete. This had made the Dibao program become a composite
qualification targeting.

In some rural areas, the democratic discussion makes the targeting a selection process based on
maorality and individual behavior instead of the family’s cconomic condition. Morever, many places
used the "local policy © Tu Zhengee)" to exclude some applicants and damaged the faimess and the
authority of the social assistance system.

2.2.2 Main Problems i the Social Assistance Targeting Procedure

First, it is hard 1o make a very accurate judgment on account of the lack of a quantitative caleulation
index for a houschold’s income and assets. For example, the income of a benehiciary houschold is
usually seasonal or temporary. The targeting and identification of social assistance is harder in the
tural areas because the differences in the household income between farmers is small and the
concept of family members living together is vague, Although the Information Checking System
can improve the targeting efficiency when compared with traditional methods, the construction of
the Information Checking System has obviously lagged behind in the under-developed areas,
especially in the rural areas,

Second, it is difficult to solve the problem of under coverage. Thar this problem arises is mainly
because of the low policy awareness, Some people who do oot apply [or social agsistance may also
be tired of the stigma attached to it or of the tedious procedures. Under these circumstances, the
only way out is to mobilize the qualified to apply. However, staff at the grassroots level may not be
willing Lo motivale peple or to underlake publicity work because this will increase their workload
without an individual benefit, especially when the numbers of staff are inadequate.

Third, there i3 a non-standard phenomenon existing in the social assistance procedure, The social
assistance procedure 1s compheated. The procedure from application to approval will take up lots of
time and energy for both the applicant and the admirnistrative staff. The institutional incentive to
prass-roots staff @5 insufficient. Staff numbers at the grass-roots Civil Affairs Department are
seriously inadequate, Morever, the supervizsion from the higher levels to grass-roots staff 15 weak
because the policy pubicity work is inadequate. These factors mean that the non-standard
phenomenacd easily appears in the social assistance procedures.

Fourth, political factors can impact on social assistance targeting, These are likely to manifest
themselves in two aspects: first, some people who have failed to meet the Dibao eligibility eriteria
may be included in the program o maintain social stabkility or lo promole the implementation of
certain policies. For example, laid-off workers had priority over other Dibao applicants in the late
19903 due to the serfous unemployment situation at that time. In the process of urbanization, some
places may bring persons whoe don't meet the ehigibility criteria into the Dibao program in order o
implement the “change villager to urban citizen (Cun Gai Ju)" policy cte. Sceond, social assistance
targeting is affected by the political environment. At the beginning of the 21st cenmury, the local
governmen! tended to include as many low-income applicant as possible in order 1o complete the
task of “gusrantee all who should be guaranteed (Fingbao Jinghao)” during this period. In recent
vears, local administrators have often become stricter in their application checking in order to avoid
mistakes in the procedures due to the high pressure from the anti-corruption campaign.

3. POLICY SUGGESTIONS FOR OPTIMIZING ELIGIBILITY CRITERIA AND
PROCEDURES UNDER THE SOCIAL ASSISTANCE 8YSTEM

3.1 Reform the classified guarantee (Fenlei Shibao) and separate the welfare binding

The nature of a classified puarantee is to add welfare onto the Dibao program. The special
assistance programs aligned with Dibao will also greatly increase the claimant’s real benefit and
force the Dibao program into becoming a comprehensive welfare system. The classified guarantee

50



’ EU-China Social Protection Reform Project
e Component 3

and the welfare banding will easily lead to welfare dependency, The way to reform the program is
to construct and perfect a relative welfare program and separate the welfare part from the Dibao
pragram. For example, expand the allowance coverage for children in difficulties and build the
farmily allowance program for all children gradually, perfect the hiving subsidy program and the

nursing subsidy program for disabled people and construct 2 pension system for the poor clderly ete.

A2 Perfect the calculation system on houschold income and assets
3.2.1 Establish a ealculation index of household income for rural social assistance applicants

The meome sources of 4 farmer are complex and the frmulation of agnculture meome 15 diflicull
nowadays. Therefore, it is necessary to set up an index system to identify and calculate a farmer's
incomte. First, it is necessary to select the key contents which ean reflect a household’s income level
in the calculation index system. According lo this principle, wage, agriculture income, income from
animal husbandry and aquaculture, house rent and land transfer income should be the focus of the
evaluation. Second, the calculation and evaluation methods are required. It is necessary to use the
mean inceme of a county / district and the Labor Foree coelTicient as the caloulation base to iransfer
the income level of an applicant family. The labour cocfficient setting should be based on the labor
capability of family members.

3.2.2 Perfect the asset standard and reduce the subjective factors in #ssef checking

Local staff have o rely on the subjective judgment of an applicant’s household assets on some
oecassions, Therefore, it is necessary to establish a quantified assel standard. In the process of
setting the assets standard, an assets range or list should be determined and then caleulate the
armount which could be held by the applicant. Two issues should be paid attention to in this process.
First, the asseis list should be localized because {here are obvious differences in the social and
cconomic development levels of different regions. Second, it is reasonable to allow the applicant to
hold a certain amount assets to allow them to have a basic living or production since the goal of
social assistance 15 o mmnten o basic living,

3.3 Reform the targeting method for social assistance

33,0 Accelerate the construction of the information checking system for houschold economic
conditions

The under-developed areas (especially the rural areas) are 5011 dependent upon (he traditional
methed, while the developed arcas mainly use the Information Checking Technology System in the
process of means testing. [t is obvious that the Information Checking System is more efficient than
the traditional method, Therefore, it is urgently needed {o expand the Information Checking Systemn
across all of the country, However, the new technology has its own shortcomings, such as one can
not find out cash, can not wansfer assets into a monetary income etc. For these reasons, the
traditional method of means testing will sUll remain important for social assistance targeting.

3.3.2 Increase the publicity about social assistance pelicy to reduce under coverage and welfare
fraud

An important reason for under coverage is that low income people do not know enough about the
social assistance policy. Therefore, it is necessary to strengthen public education abont the social
assistance policy according (o the actual situation by various ways, This will act o increase the
system's coverage rate. At the same time, it is also needed to enhance the education of the applicant
about their legal responsibilities and knowledpe of welfare fraud in order to decrease the targeting
error [rom the onginal source.
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5.3.3 Establish o tracking mechanism and an active discovery mechanism for the social assistance
system

In practice some people who are eligible do not apply for social assistance, In order to reduce this
phenomenon, two mechanisms need 1o be established. The first is 8 tracking mechanism. A huge
amount of data on low income houscholds will be accumulated following the establishment of the
Information Checking System, For the purpose of poverty prevention, the Govemment could use
this data source {o track and moniter the living conditions of houscholds in poverty, cspecially a
family with a disabled family member, with a family member with a serious disease or one who has
had a major aceident. The second 5 an active discovery mechanism, It is necessary to buld a
network (for example, @ “wechat” network or QO network) which includes social care staff,
volunteers, staff from the Civil Affairs Depariment and the Education Department, statf from the
Federation of Disabled Persons and the Women's Federation, ete. The potential recipients of social
assistance may be reached through these networks thereby reducing the uncoverage in the social
assistance system.

34 ITmprove the administrative procedures for social assistance
3.4.1 Standardize the administrative procedures for social assistance

It is necessary to optimize the administrative procedures for social assistance because the procedurne
is not only complicated but it is also time-consuming,. It is also easy to make a mistake at any time.
There are three agpects that need to be enhanced.

First, the documents on a household’s economic condition should be strietly examined. It is
necessary 1o reform the accountability mechanism according to the male on “Who gives proof and
who takes the responsibility”, and establish corresponding punishments for individuals or
organizations who provide false information or supporting materials on bebalf of the applicant.
Second it is necessary to regulate what are reasonable home visit times. For example, a household
able to participale in the labour lorce could be visited guarnerly, and a bousehold unable o
participate in the labour force could be wvisited every half a year, The third is to set up a review
systemn for social assistance. The applicant should be allewed, within a certain period of time, to
apply for a review after receiving a negative result, In the process of review, the county level
management department can investigate directly or ask the street office/township level department
to reinvestigate and resend the result for the purpeses of guaranteeing the applicant’s legal rights.

3.4.2 Reform the demoeratic discussion in the means tesd

Democratic discussion is good for public scrutiny. It can not only reduce the black box operation in
lhe admimstrative procedure bul it can also solve the difficully of income and asset identification o
a certain extent. However, a democratic discussion also has some problems. For example, the result
of a democratic discussion can be greatly influenced by the applicant’s relationship.

The result of a democratie discussion may replace the result of 2 means test if' the prass roots level
over relies on it 5o it 15 suggested that the Tacts relating to the household economic condition of an
applicant should be obtained through the social assistance sgency in urban arcas, and the
democratic discussion should be abolished in the near future if possible. The democratic discussion
could be continued for a long time in the rural areas because the economic condition of a farmer is
far more complicated than an urban citizen. For this reason, the democratic discussion in rural arcas
should be further improved and contine to play a positive role,

3.5 Strengthen the capacily of grass-roots staff

The number of staff working on social assistance at the street or township level is not enough and it
is eifficult for them o carry oul the work associated with social assistance vety well, Therelore,
social assistance departments at grass roots level should be provided with enough staff or positions
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sir a5t be better able to implement the policy, Tt is necessary to build & prefessional social
assistance agency at street or towmnship level wherever possible. This agency would only be in
charge of the social assistance management and service work. For those streets or towns without a
professional social assistance agency, the government could hire temporary employees o solve the
problem of a lack of staff. At the same time, professional skills training should be provided to all
grass roots level staff for the purpose of enhancing their professional skill.

3.6 Explore the government's purchase of social assistance services

The problem of a shortage of Civil Affairs staff at grass roots level will remain for a long time. The
main way out of this problem is for the Government to purchasc social assistance services., Social
organizations could carry out some of the social assistance work with the government paying for the
services. This could push for a fairer social assistance policy implementation. Morever, social
organizations can meet the demand for individulized services berter than the government with the
development of society. As the third sector, social organizations are more professional than the
govermnment in service provision and have fewer personal relationships (Guanxi). This will allow
them to more easily gain the trust of, and recognition from, the service recipients in the process of
providing social assistance services.
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3.2.2 Optimization of Social Assistance — Procedures and Eligibility Criteria for
Social Assistance Benefits

FPolicy Recommendation Report

D Lacramioara Corches, EU-Ching SPRFP expert
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L OPTIMIZATION OF MINIMUM INCOME SCHEMES (MIS)
A short definition of optimization 152: the st of making something as good as posaible.

A much more comprehensive definition sayvs thal Optimization 15" Anding an altemative with the
most cost effective or highest achievable performance under the given constraints, by maximizing
the desired factors and minimizing the undesired ones. In comparison, maximization means wying
fo attain the highest or maximum result or outcome without regard to cost or expense,

The practice of optimization is restricted by the lack of full information, and the lack of time to
evaluate what mlformation s available, In a computer simulation {modelling) of business problems,
optimization 15 achicved usuvally, cg. by using lincar programming techmques of operations
research.

Designing social assistance program necds, beside optimality conditions for the budgetary transfers
and for the financing sources, testing mechanisms for the eligibility and for the distribution process.

Fach country specific comditions make difficult the choice of a prognesis and a dimensioning
unitary moedel. For this reason | furthermore present a separate analysis of EU Member Srates and
China, and the directions for action, accordingly.

Building optimal mechanisms implics 2 coberent cconomic policy and the establishment of efficient
institutions, with clear rules and norms for the allocation of the funds in conditions of imperfect
knowledge of the field situation. These mechanisms are given by 2 modem theory of decision-
making, namely mechanism-design,

The current study 15 presenting the ingredients of the actions which should be mken for designing a
reform stratepy, as a resull of many aspects of the problem:

- good practices in the EU

- reforms in the EU

- & data analysis regarding China’s performance mdicaters, with their impact on soecial
assistance policies

- an analyzis of the factors involved in mechanism design
The data used were chosen from different sources: Eurostat, World Bank, OECD, and ILO,

To assure the relevance for Ching, the trends of Ching where compared with the EU trends, and
strong similanties were found with Romania and Bulgaria, Therefore a comparison i done among
these three countries only in Annex A (comprising annex 1 to annex 24).

1. THE ROLE OF MINIMUM INCOME SCHEMES IN FIGHTING POVERTY AND
SOCIAL EXCLUSION ACROSS EUROPE

Al the European level, the following definition is widely accepted for 2 minimum income scheme- a
mimmum income scheme should put in evidence the meht to live in dignity, which implies o be
able to count on adequate resowrces, considering this as ‘a fundamental human right and needs to be
elfectively guaranteed to all™.

The meaning of this is that people should be put in the condition whereby they can participate fully
it society and the economy and that this right should be fullv recognized and made visible in EU
policvmaking by ensunng high guality, umversal social protection syvstems which include, wathin
them, effective and adequate MI schemes that proactively detect needs.

! https:/fdictionary_cambnidge. org/dictionary/english/opimizasion
* hatpetwewew businessdictionury. com’definitisnoptimesaton_bm!
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The EMIN Metwork?, in analysing the measures implemented across Europe, puts emphasis on the
target population and on the fact that MI are mainly last-resort schemes to ensure a minimum
standard of living for individuals and their dependents when they have no other means of financial
suppart.

MI schemes are defined as "eszentially income support schemes which provide a safety net for those
who cannot work or access a decent job and are not eligible for social insurance payments or those
whose entitlements Lo these have expired”.

The EMIN Network also stresses the fact that, in many countries, the measure 15 addressed 1o

people of working age only if they are unable to find work ‘since this 15 3 reasen for people’s
mability to guarantee an adequate standard of living through their own efforts’.

The role of minimum income schemes in fighting poverty and social exclusion across Europe
Alleviating poverty” is one of the key concerns of welfare states and the measurement of how the
policies implemented are able to reach this objective is a key guestion both for the policymaker and
for the policy analyst,

MI schemes miss their objective to reduce poverty and exelusion for three main reasons: becauses
the amounts are not adequate to [ift the poor out of a condition of poverty: because they do not
cover those in need, and because they do net reach the people they target.

Adequacy, coverage and take-up rates represent the most relevant 1ssues in the cirrent debate on M1,
being the three key aspects able to affect the cffectivencss of the measures.

That is why, the maost important 18sue s the choice of a strategy comprising the mission, the
purpose, clear objectives and a clear action plan which will contein all the above. And, ohvioosly,
this will be drawn in accordance with the econemic and monetary policy.

1. REASONS IDENTIFIED FOR THE LIMITED IMPACT OF MIS ON POVERTY
REDUCTION IN THE EU

The research condocted by EMIN’s specialist during 20017, as well as the research conducted in
2015, showed some reasons for which the effectiveness of the measures and poelicies applied
through Minimum Income Schemes (MIS) throughout all the 28 Member States wete not reached.
Namely, the Adequacy, the Targeting and the Coverage of the benefit were affected, and the
following are the reasons why.,

3.1 Adequacy

The amounts the beneficiaries received are not adequate to 1ift the poor ont of the condition of
poverty®, namely, compared with the poverty line (AROPE), or with the minimum wage level, the
level of MIS i3 far too low, as they are:

= et by law (BG, CZ, DE, EE, ES, FL, FR, IE, LT, LV, PL, R0, S8E, UK}
¥ Set as a proportion of pensions (AT, HU, LT, LV,

# Setas a proportion of the unemployment benefit (DK or

ra

Set as a proportion of the minimum wage (ML, most regional M1 schemes in ES).

4 Anne Van Lancker - EMIN policy coordinator —*Setting the scene EMIN Context Report Developments in relation 1o
Mmimum Income Schemes in Europe ¥ — October 2017
5 idem
* Mimum Income Poelicies in EU Member States — Study for the EMPL Committes, 2007 — Crepaldi C. et al
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P Graph 1: maximum gross GMT as a percentage of median income — single person 2011
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Thus, the benefit levels fail to sufficiently take into account housing and all other minimum biving
costs (food, clothing ete.) and are insufficient to get the beneficiary and their family out of poverty.

As the greph above shows, in 2011, only DK had a MIS level higher than the refative poverty line
of 60%% of median income (AROPE), and [E, LU, MT and AT have the level higher than 40% of
median income. All the other 23 EL) Member States are much lower,

By having this low level of a threshold, there is a low proportion of GDP spent on MLS

G In the EU 28: 3.1 percent of GDP is spent on means-tested benefits, compared to 24.5 per
cent on nen-means-tested benefits,

o Only in DK {113 percent), [E (6 percent) and ES (5.6 percent), are cxpenses on means-
tested benefits considerably higher than the EU average

Moreover, in most EU countries, global funding for means-tested benefits is relatively small when
campared Lo the funding of non-means-tested, social assistance or contribulory benefits,

Means testing is much simpler and data exchange 15 possible among institutions in small countries.
In China, where the sector 1T is very well developed, the large number of the population represents
a risk specific for big data,

I another research from 2006, conducted on eight central and Eastern Buropean countries (CZ, EE,
LV, LT, HU, PL, 5K, 501, Avram studicd the effectiveness of the MIS, breaking it down into two
dimensions; ‘whether the programme is able to reach the poor’ and ‘whether it transfers enough
tesources to bring the poor above the poverty line” [Avream, 2016),

The results indicate that social assistance programmes “waste’ a significant share of their resources,
In the most wasteful countries {Hungary and Larvia), well below half of the total social assistance
transfers (and in some years, as little as 17 %) actually contribuled towards reducing the poverty
gap. Even in the most efficient countrics (Czech Republic and Estonia) the share of well-targeted

&
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spending 15 helow 75 percemt’, According to Avram, social assistance programmes are rather
ineffectual and inefficient in dealing with poverty in all eight of the countries.

Although there are objectives, programs and the countries from the study are much smaller than
China, one may conclude that there is a big risk in any socisl assistance policy. because, regardless
of how flexible it is, it cannot adapt permanently to the existing dynamic reality.

So, for Ching, the choice of the appropriate strategy should take mio account the dynamics of the
known factors and, also the actions should take imto account the adaptability capacity over the
mediem term, As a consequence, the construction of an [T systern must permit simple and
pontinuous changes,

Improve the adeguacy

The most important concern is that in most of the EU member states (MS), MI schemes are
madequate to lift people out of poverty. As welfare states, the EU MIS *should be high enough for a
decent life and at the same tme help people to be motivated and activated to work™, For the lime
being, all experis and stakcholders apree that to make M schemes adeguate for people to live a
decent life, the adequacy of Ml should be improved.

The first option would be to determine the level of the M, such as considering the 40 ar 60 %
AROPE threshold®, or, secondly, to lift the current level to a percentage of minimum wage. As
every EL Member State bas a Minimum [ncome Policy, their thresholds and levels of payment are
established considenng their pohey prionties, welfare culture and the generosity of their welfare
expenditure. It is not within the EU's competence to promote coordination from this point of view,
yet (M7h, but specific action can be taken to reinforce the already existing mechanisms of soft
coordinalion”, by establishing an agreed threshold of basic support 1o be used as a reference point
for all EU countries, and asscasing, from the EU level, the distance from the agrecd minimum level.
Then countries can decide whether or not to take steps to narrow the gap,

Which level then could be taken az a reference pomnt?

The most viable way is the AROPE"Y, in two steps: for those still below the level of extreme
poverty the threshold could be put at 40 percent, while for those who are already above 40 percent

! Mirerrum Income Schemes in Edrope - A study of satoasl policies 2015 Directorste Gepetal for Employment and
Sacizl Policies

* Redative poverty rade 18 un indicator of the relative meidence of poverty, and represents the shars in the total
population of persons in households with a disposable tncome per wdull equivalent (neluding or excluding the value of
owll fesources consumption) less than the poverty threshold, This indicator is-determined far the threshold of &0% of
miedian dispasable incame per adult equivalent. The poverty rate is calculaded as the ratto between the number of poar
{whose income 15 below the threshold) and he total populat:on.

{hep s lexmropa, eudvummaryddosseryapen_method _conrdination, ktmi

FOMO=Crpen Method of Coordination= The Open Method of Coordination 13 a light but siructured way EU Member
States use o couperate af European level in the Geld of culture. The O8O creates a common understanding of
problems and helps to build consensus on solutions and their practical implementation,

hittps: e eufopa.ew cultufe'policy/atrategic-framewar k'

I ARDPE=AT Rizk of Poverty and Exclosion - refers to the situation of people aither a1 risk of paverty, or severely
maaterially deprived or living in a houschold with a very low work intensity, The AROPE rate, the share of the wtal
popalation which is at risk of poverly or secial exclusion, is the headline indicator to monitor the EU 2020 Strategy
poverty target - Rt ec.curopa. cu'eurostal siatistics-

gxplamedindex php'(iloszary-At nsk of poverty or social exclusion (AROPE)

&1
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the threshold could be set at 60 percent. Tt is the most vigble way, a5 all indicators are already
gvailable and not all countries have et a minmimum wage.

Moreover, a hypothetical annual assessment could compare:

a) The level of minimum income set for the most relevant houschold types: single, single parent,
couple with twe children and large families, old peaple;

) The level of the minimum wage;

©) The wvalue (at real costs) of a reference budget which covers all the necessary expenses to
participate in socicty, regularly updated. This reference budget should reflect all costs of living and
should be used to determine the ability to afford the basic set of goods and services. The use of
reference budgets allows the robustness and adequacy of the minimum income schemes delivered 1o
be tested, Every country has different configurations in the definition of the amounts,

In order to allow a comparizon between the overall “package’ assigned to individuals/families in
need and the Tocal living standands, the amount considered for the comparative assessment should
alse be complemented by the additional support and allowances paid to families in need as
integration into the basle amount (such ag child benefit and housing subsidies).

However the level of payment is defined, specific attention should be paid to avoid the so called
‘poverty trap” that can arise as the resulr of the double action of social security benefits and tax laws
which prevent peaple from climbing out of welfare dependency.

The level of welfare benefits, for those who can work, should be put at 2 level that does not give a
disincentive to take up a paid activity: eligibility mechanisms and taxes should not discourage
people to strive and eam more,

These elements should bring in the institutional establishment of a permanent assessment system for
the outputs, This system should be wsed at central level. These mstitutions might be: Social
Inspection, or Social Audit. Their signals nust be taken into consideration rapidly. and the changes
proposed by them implemented in the legislative norms. The staff of these bodies, Social Inspection
or Social Audit, should be trained in psychology, sociology, TT, with good skills of data analysis,

3.2 Coverage

The second 1ssue to consider 15 coverage, meaning that there are people eligible according 1o the
law n force, but who are still not recetving the benefit.,

MI schemes are generally not universal schemnes: they are designed 1o Bl out of poverty all those in
need but, en the contrary, eligibility conditions include or exclude more or less wider proportions of
the population.

Eligibility can be linked to the level of poverty, to age, nationality and residence, and in most of the
cases, availability to be activated, and'or the willingness, to work.

Figari (2013 evidences that in several countries, a large proportion of individuals of working age
were not eligible for MI even when they had fallen below a poverty line set at 40 percent of the
median income.

This highlights one reason why social safety nets may be less tight than is commonly believed:
eligibility rules limit coverage by design, either by introducing categorical conditions that exclude
potential beneficiaries or by setting the income threshold for an entitlement too low”,

" Figan I, Matsagans M., Sotherland H., (2013) Are Buropean social safety nets taht enough? Coverage and
adequacy of Mmmum Income schemes in 14 EU countries, Intemational Journal of Socinl Welfore, n. 22/2013
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Two main groups are distinguished: those who can work and Hose who can rof, As described in the
Social Protection Committee (2013al'? in several cases reforms introduced have originated
modifications in the targets addressed and income support has been progressively targeted to those
most in need, or have been specifically largeted o cerlain groups (familics wath children in
particular).

Age requirements represent another important issue of concern, Most countries set the minimum
age at I8 years but those under 30 in a fow cases are entifled to a much lower level of support.
Young people, who are considered together with migrants as the main losers of the erisis according
Lo stalistics on employment and unemployment, are among those less supported by MI schemes,

The debate among policymakers and stakeholders in particular concentrates on how to support them
without discouraging participation in the labour markel. The European Commission considers that
creating more opportunitics for young people 1o be cconomically active is of fundamental
importance net only for young people, but for society as a whele “if we expect younger generations
of taxpayers to finance the pension and healtheare systems for the ageing population’. Based on this
concern, many countries have reformed their M schemes to address this issue, Further information
on this will be presented later in the document.

Coverage of MIS in EU: type of the right and applicability!?
— Austria - universal, subjective right, regional level.
—  Belpum - unaversal, network of different benefits, subjective nght, national level.
—  Bulgaria - universal, discretional, network of different benefits.
— Croatia - universal, subjective right, national lavel.
= Cyprus - universal, subjective rght, nativnal level,
—  Czech Republic - universal, network of different benefits, subjective right, national level.
—  Denmark - universal, simple comprehensive, subjective right, national level,
Estonia - universal, comprehensive scheme, subjective right, national level,
— Finland - universal, comprehensive scheme, subjective right, local level.
= France - umversal, network of different benefits, subjective nght, national level,
— Cermany - categorical, network of benefits, subjective right, national.

— Grecee - umversal, network of benefits, subjective might, national level (when fully
implemented).

—  Hungary - categorical, simple comprehensive, subjective right, national level.

= [Ireland - universal, network of different benefits, subjective right, national level,

— ltaly - categorical, network of different benefits, subjective right. national level

= Latvia - cateponcal, netwark of different benefits, discretional, local Tevel.

—  Lithuania - universal, network of different benefits, discretional intervention, local level,
— Luxembourg - universal, simple comprehensive, subjective right, national lowel,

~  Malta - cateporical, network of different benefits, subjective right, national level, T

The Metherlands - universal, simple comprehensive, subjective right, national level.

I8a¢cial Protection Committee - Working Paper 2014 - Minimum Income Schemes in Member States
¥ Minimum Income Policies in EL Member States — Study for EMPL Computiee, 2007 - Crepaldi C. et al
&5
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— Poland Universal - comprehensive subjective right in case of permanent benefit,
discretionary in case of temporary benefit, national level,

= Portugal - umiversal, simple comprehensive, subjective night, national level,
—  Romania - universal, network of different benefits, subjective right, national level.
— Slovakia - universal, network of different benefits, subjective nght, national level.
~  Slovenia - universal, simple comprehengive, subjective righl, national level,

— Spain - categorical, network of different benefits, subjective right, rational and local level.
Regional minmum income benefits are in majority qualified as individual or subjective
right {i.e. Extremadura, Murcial,

—  Sweden - universal, simple comprehensive, subjective right, national level.
— UK universal, network of different benefits, subjective right, national level.

In designing management structures, task assignment and subsequently human resources (central
level, local level) the following phases that a public policy objective must achieve should be
considered:

i) Phase of preparation and monitoring - public pobicies {forecasis) can be achieved by a department
of the Ministry's structure and with a role in analyzing the impact modelling;

b} Regulatory phase - this can be carried out by a specialived structure or legal department;

¢) Implementation phase - can be performed by an institution, officer in the Ministry, o by a third
party;

d) The coordination and guidance phase methodology - can be conducted by a structure of a
department or the administration depariment a compartment of the Ministry,

¢) Inspection and control function - can be conducted by cither an inspection body or a smucture
within the Ministry or its management structure

Thus, the Parliament/legislative body mandates the Government to conduct the business executives
of the State. Ministries mandate subordinated institutions to implement parts of the sectoral policy
of that aceounl. Payers of taxes mandate local councils to establish the amoust of s The Central
Government mandates decentralized bodies and devolved locally public mstitutions mandate their
own employees, contracting authorities, suppliers, ete.(Amogh, 2009, Luby, 2009; Lane, 2005;
Schaefer, 2006; Khan and Hildreth, 2002; Forrester, 2002; Gyorgy, 20137,

The implementation of & policy of social assistance is a process of the cstablishment of the enfitics
that are designed to implement public policies and apecific relationships between the established
theories of agent, (Beblavy 2002, Gyorgy 2003)

For example, if one looks at things only in terms of decentralization, according to the Council of
Furope - "Reforms Regionalization and Decentralization in Romania®, an efficient allecation of
responsibilities between central and local [evels assumed that the duties and powers concerning the
implementation of policies, national strategies and regulations are the responsibility of local
authorities, and powers and duties aimed at developing strategics/national policies, regulation,
inspechion and state contrel on how the legal provisions relate are to be exercised by the Central
Government.

Repganding the use of the Agent theory in Chinag, the above case is relevant but in China there ane
only two levels, a central level and a local level. Due to the much larger number of people in China
the deciston 18 more complex and there may be one other level at district or village and may involve
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the existence of several officersstaff and coordination structures and levels of diverse contmol
agents.

The efficient way of allocating powers exercised by public authorities in a broad sense thus
presupposes not decentralization as the tool itself, (it 15 just a customization of a broader concept of
building effective mechanisms of economically achieving a goal or more objectives) but the choice
of an optimal policy,

An example of a social assistance benefit: In China there is a public policy reguiring that the benefit
15 based on the income of 2 person or a household, and the households' wealth itself. Also, in China
there are nstifutions which have evidence on all incomes (agencies of fiscal adminstration),
another central institution that pays the transfers, and local government. In this example it can be
assuimed that due to the actual development of society and of the information systems, the local
administration has no access o income data 1o real fime, and the information 15 known only by the
central government. But at the local level, the general situation is better known {macroeconomic
context of the area) Al the village or street level, the property data about the families is better
kmown, because the leadership of small cormmumnities 15 much closer to the cihzen,

In Europe there are such levels of mansactions: one is established between the applicant and the
mimicipality and the other relationship is between the municipality and the state. [Opening credits
comrol ete. ...

It China public policy can establish multiple levels of targeting, not two as in most European
countries, This system of mstifutions may rely on different mechanisms with specific sanctions, and
the policy may target several levels.

Regarding the above, there 15 another gquestion thatl anses: what should be in the publbic policy -
Eligibility at individual or houschald level? The best answer 15 that in this case the key
consideration must be the ability of the state to get the knowledge of the sitwation of an individual
when compared to a lamily siluation or W a houschold situation,

3. 3 Targeting {take-up rates)

Another gquestion is does the program reach all the targeted people? And here there are two main
1ssues: Should MIS be a umiversal scheme or a conditional (= targered) one?

The universal approach™ proposes that all ciizens of a nation receive the same stale-provided
benefits, Universalists question targeting from the perspective of human rights or moral principles
of equity or from the practicalities of targeting and its costs including political costs and the costs to
the beneliciaries,

Universalists believe that the experience of targeting as a means of increasing the efficiency of
redigtributive spending has been unsatisfeetory, divisive, costly, and detrimental to the efforts to
meresse the budget of social programs.

In contrast, proponents of targeting have a mote optimistic assessment of the targeting experience to
date and are hopeful that moedern technology will help to minimize the error, while improvement in
governance will make the targeting procedures more inclusive.

The choice to target comes from dissatisfaction with the poor results of universal subsidies.

Facts about the evolution of the accuracy of targeting in Armenia, Bangladesh, Brazil, China,
Georgia, Indonesiz, Mexico, Pakistan, the Philippines, Romania, Tanzania (to name just a few well

documented cases) show that performance ean improve over time, reducing both the exclusion of
the poor and the costs to beneficiaries and administrators.

“ hipeideasddevelopment. org/ensocial-protecton-universal-poverty-targeting-approsches-are-not-in-contradiction
&5
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However, most of the existing poverty targeted programs do not cover more than one half of the
poorest quintile. [Some notable exceptions are worth mentioning: Ecuador, Brazil, Mexico and the
Philippines cover aver 30% of the poor by their poverty targeted Conditional Cash Transfer
programs. China covers most of g urban poor by DiBao, an unconditional poverty largeted cash
transfer] . However, these countries are fow and far between and are not among the poorest.

A universal program may seem significantly casier for administrators to implement, They alse
miay be less costly for the benehiciary. Having simple categories to determine eligibility {e.g. old or
young age, of invalidity) prevents the potential stigma attached to poverty-targeted benefits, Other
possible conflicts caused by more complex selection criteria, are avoided, These are very valid
practical considerations determining the cost and benefits of a targeted versus umiversal scheme,
And such an assessment has to be empirical, based on actual country programs and data.

A siznificant innovation that ix helping is technological selutions in the form of an electronic,
periodically updated regisny of potential beneficiaries. This comprises everyone in the population
who is currently poor of vulnerable to future poverty. Linking it 1o other databases (geospatial data,
climatic data, land ownership, family status, honsing cadaster), helps to make the means test less
taxing and mere accurate. Many of these mechanisms are necessary for efficient delivery in both the
universal and the targeted programs (IDs, regisiries, payments). [n many cases, investments in
targeted programs help to create the capacity to implement truly universal programs,

Are budgets for universal programs more generous compared to the targeted ones?'" There is no
evidence that countries with universal programs have more sustainable and larger social assistance
budgets. Political economy is & real challenge for both the universal and the targeted programs and
claiming that one form is superior to the other based on one specific model of a political process is
ot bome out by the historie evolution. What is happening instead is an increase in means testing as
4 share of GDP and social benefits i countrics, related to the mitigation efforts dunng the recend
crisis. A rather strong hint, it seems, that dive cireumstances require more, not less targeting.

The budget constramt 15 mdeed a very powerful argument for investing in better @argeting,

The goal: reaching equity

It may seem that from an ethical or human rights perspective, equity 13 better achieved with policies
that treat every member of 2 society equally, However, equity doesn't always mean aniversalism or
equal doses of inputs, If you want people to be equally well, you have fo give sick people morne
health inputs than healthy people. Experience shows that in general the neediest, most marginalized
and most discriminated against groups may have difficulty accessing universally provided programs.
Mo discrimination in access may also mean an active search for the most margmalized and
vulnerable.

Take-up rate

Non-take up creates inequalities between those who are entitled to, and take up, the benefit and
thase whao are entitled to but do not take up the benefit, In particular, il increases i_m:quali{i::.s within
a group that is entitled to a social benefit and in a vulnershle situation, (Eurofound, 201557,

The characteristics of groups that are less likely to take up a benefit they that are entitled to are
shown by people who;

a) Experience social isolation;

b Are migrants;

¥ idem
1€ Minimum Income Policies in EU Member States — Sudy for EMPL Comnuttee, 2017 — Crepaldi C. et al
" Dubors H. and Ludwinek AL, Access 1o Benefits, Reducing Non take-up, Evrofound 2013
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) Are ‘new to need”;

d} Are at risk of stigmatization;

¢) Fage extreme poverly (are homeless);

{} Experience financial strain while owning a home.

Another important reagon for non-take up is the temiterial dispersion of polential beneficiarics, In
rural and remote mountain regions, people are much less likely to reach social services to be
mformed about their rights,

Synthesis of major developments of MI schemes over the period 2010-2016

The refrms undertaken in the past few years have led o several changes within M schemes
implemented by EU Member States. According to MISSOC {delivered in January 2017 but updated
to July 2016} integrated with ESPN country case studies (2016), most EU Member States have
reformed their MI schemes during the period rom 2000 10 2016,

The first trend concerns the strengthening of conditionality, and i particular the effort to link
minimum income schemes more strictly with the labour market, work commitments, and in general
maore to labour policies. This trend, which obviously concemns the able-to-work population, is
probably the main theme and affects many countries belonging to all the different welfare systems.

For conditionality, in the UK for example, the new Universal Credit {which will replace measures
like Income Support) implies that claimants sign a claimant commitment with strict guidelines. EL,
PT, 5K, IT, NL are among the countries where conditionality has been reinforced with concrete
bonds to active labour market policies (ALMPs),

2. A second trend consists of the setting of maore strict eligibility criteria and time limits for a
benefit, with particular reference to the able-to-work population.

For example in DE, the low level of the benefits in comparison o the poverty threshold has been
Justified by the argument that it is an incentive for recipients to return to the labour market faster.

In PT, stricter eligibility and conditionality have resulted in reduced levels of coverage and benefits.

In ES in 2012 a reform was introduced to take account of the household’s income instead of the
mndividual's income. As a result, the number of beneficlaries decreased by 64 percent in only two
Years.

In DK the povernment has put & cap on social assistance, with the argument that it “should pay 1o
work®, and economic incentives have been the central and core argument for the reduction in
benefits.

3. A third trend, a litle more complex and largely unclear in its conerete cffects, is the effort to
simplify a multimde of different and fragmented schemes and to absorh them into one general
minimum income program. This i8 the case, [or example in FR, RO, the UK and IT. The concrete
substitute cffects of the new schemes with reference to the old ones are still to be asscsscd in many
countries.

4. A fourth trend regards the complex interplay between regulation and organization of the schemes.
Many countries are experiencing a dynamic between devolution and decentralization of managing
functions, and centralization of regulatory functions, Some of them emphasize a more centralized
regulation (ke RO, others emphasize devolution (ke NL). The mainstream trend to reduce the
discretionary allocation of benefits is to centralize eligibility rules and lo decentralize the managing
of conditionality, This often needs to be addressed by considering case-hy-case situations,

&7
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Within these organizational reviews, there are efforts to set up a “one-stop shop’. The one-stop shop
approach tends to simplify and unify the way benefits are communicated. accessed and taken up, in
pasticular where the benetits can have different targets and eligibility criteria.

5. Another trend, not as widespread as the others bul very interesting and partially linked with the
conditionality mentioned above, regards what is called the ‘pay back™ welfare approach,
exemplified by WL, Here, municipalities regulate the way recipients return or compensate for the
fact that they receive social assistance, for instance by taking up voluntary work. In Dutch this is
called tegenprestatie (conzideration). This iz primarily motivated as a *guid pro quo’ and not as an
incenlive 1o acquire a job. Refusing to cooperate can lead 1o fines or temporary freezing of the
social benefits,

Ciraph 2: Setting the Scene EMIN Context Report Developments in relation to Minimum Income
Schemes in Europe

=Linawarenesss of benefit -1

slinawarenass of
entitlement

=LUnawarenass of
application procedure
spParcelved stigna

shack af firme 1o apply

sLack of interest m

applying [too low,

Administratian Indlvidual Independence, principle)

sinaccessible procedure

sLomplex procedura

SETOnenus assessmant or
procedure

sResource-intensie

sLlow assassment

sLack of staff

schame

=Stigma of benefits

=5tigma of conditions

sBad access o hank
accounts

=Internet penetration
sLegal restrictions to
connect cdatabases

sComplex

slnatable
=Stigrmatising

whinall benefits

=Lack of dissemination

Source: Anne Van Lancker
The above information ' shows the four main reasons for non-take-up:

a) Depending on the admimisiration: the too complicated, complex or inaccessible
procedures, or the resource consuming ones, combined with the lack of staff

b} Depending om the individual; bad communication and dissemination of the entitled rights
as well as too small an amount of benefit combined with a potential stigma, can lead to a
lack interest

¢} Depending on society: the potential beneficiary is subject to stigma: or the legal
restrictions concerning banks or databases leading to poor access to bank accounts

1" Anne Van Lancker — EMIN policy coordinator —"Setting the scens EMIN Context Report Developments in relation
e Minimum Income Schemes in Europe ** — October 2017
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d) Depending on the scheme: oo complex, and poorly known access procedures, to small
benefits not worth the effort and the expenditures related to their delivery

Which af the soluticns are possible o implement?
P automatic granting of rights,

P simplification of the system,

F outreach work by gualified social workers,

# one-stop-shops and better cooperation between administrations and the separation of social
work from control functions

Foimproving the interaction with other clements of the welfare state and strengthening
empirical evidence and research on take-up.

¥ creating more work in sheltered employment or the social sconomy,

¥ establishing youth guarantee plans

F providing training and job opportunities adapted to the needs of GMI henelicianes,

¥ serting up personalized active inclusion measures.

¥ increasing the ceiling for combining earmings with GMT 5o as to avoid inactivity traps,

To improve access o guality services, teams call for better cooperation between
employment services, social services and NGOs, and the introduction of personalized coaches lo
accompany people plus some specific recommendations on the sctive inclusion of older people.

Main target groups cligible for minimum income schemes'
Austria - Single persons and households (families. domestic partnership). Mo age condition.

Belgium -Regarding the peneral system, single persons, individual rights [or persons
cohabitating, persons living together with a dependent family. A beneficiary under the age of 25 is
entitled to social integration as a priority through employment within 3 months of the claim.

Bulgaria - Single person and houscholds, accumulating personal conditions of members, The
MI system requires being extremely poor and develd of all assets that could potentially generate an
imcome in the future, No age condition,

Croatia - Single persons or families who do not have enough money for the basic means of
living, those who have insufficient income from work, property income, of from the person liable to
pay support, unless the welfare centre establishes that that the person concerned is not able 1o
provide support. Physically or mentally disabled adults/children, children subject to an order of &
family law or criminal law protection. Other persons who are in need due to distarbed relations
within their families and addiction are also entitled (o guaraniesd] mimmum benchits. Mo age
condition,

Cyprus - Any individual and their family dependants who is legally resident, Aged >28, with
cxceptions

Crech Republic - A person or family in material need with a low income and their overall
and a social and cconomic sitmation 15 below the basic living requirements,

Denmark - It is offered when a person i3 aged more than 30 (with exceptions) is, due to
particular circumstances (e sickness, unemplovment), lemporarily withoul sufficient means of
subsistence, For young people 18 - 29 educational assistance is provided.

¥ idem
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Estonia - the Subsistence Benefit is paid w individuals/households without sufficient means
of subsistence to ensure that they and their dependents have a decent level of living Mo age
requirements.

Finland - Houscholds with insufficient income lo cover basic expenses: people who cannol
obtain the means necessary for a decent living, in the event of unemployment, illness, disability,
during old age as well as at the birth of & child or loss of a provider, Mo age requirements,

France - RSA-socle: people whose income is [ower than a fixed amount, whether they are
emploved or nol. R3A-activité: peaple in work whose income, although higher than for RSA socle,
is lower than the puaranteed income, Young adults aged 18 - 23 are generally not entitled to the
ESA, with exceptions

Germany - Beneliciaries are those who are capable of warking - il they are not excluded due
to particular circumstances - and their family members living together with the bencficiary in a
domestic unit {Bedarfagemeinschaft). No age conditions

Grecoe - 851 15 addressed to households Dving o extreme poverty, Houscholds must
simultaneously meet all of the income, assets and residency criterfa laid down by the law.
Beneficiaries must be at least 15

Hungary - Persons of active age (from the age of 18 until retirement age) whoe are not
employed and are not in education and who do not have sufficient resources.

Ireland - People with insufficient means. No age limits

Maly - Active Inclusion Support: benefit in the form of pre-paid card targeted at families
with an ISEE threshold (an indicator of an equivalent economic situation) below EUR 3 008, with
at least one child under 18 or disabled ora pregnant woman. Ne age limits

Lithuamia - Single residents and farmbhies are entitled to SAR f the single resident or at least
one of the spouses/cohabitants works or does not work because they are: - full-time students {until
they reach the age of 24); pensioners or individuals above retirement age or disabled; nursing a
disabled or a sick person; registered with the local office of Lithuanian Labour Exchange (Lietuvos
darbo birza) or with another Member State’s employment service; taking care of a child under the
age of 3 or if valneralile.

Luxembourg - Mimimum age of 23, An exception is made for persons raising a child, or for
adults with work incapacity or who care for a disabled person.

Malta - Heads of houschold from |8 to 60 years and dependants,

The MNetherlands - All persons legally residing in the Netherlands with inadequate financial
resources 1o meel their essential living costs, PA appligs {or persons aged 18 - 21, 21 - 65, 65 and
over, Assistance can be applicd for and received by one of the partners as family assistance can be
divided among partners in egual parts upon request.

Poland - Benefits can be pranted to persons aged |8 and families with an income per capita
kelow the income criterion.

Portugal - Residents aged 18 without sufficient resources,

Reormania - Individual - minimuam of 1# vears of age in the case of Social Ald and minimum
of 16 years of age in the case of healing allowances. No maximum age limit,

Slovakia - The AMN is aimed at supporting persons who are in material need and who are
unable W secure their subsistence by themselves. Houschold (either individual or family members
sharing the same houschold) are entitled, No age requirements,

Th
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Slovenia - FSA can he provided to individuals and familics who are unable to secure their
material security, for reasons beyond their control. No age requirements.

Spain - Low-income families and active people excluded from the labour market
Beneficiaries can be a family unit, individual or houschold, depending on regional rules.

Sweden - SA defines the 'flooe’ of the Swedish welfare state. Its explicit purpose is 1o
provide an cconomic standard below which no one, in principle, should fall, In principle it i an
individual right. The situation of the household (married or unmarried couples with minor children)
5 considered as a whole, Eligibility is thus determined at the level of the household. No age
requirements,

United Kingdom - Individual entitlerment with the posaibility of supplements for dependents.
Must be I8 years or more

Due to the differences among the Chinese regions, China has usefully mtroduced regional rules
(similar to that which has been done in Spain), under the condition of transparency and controlled
from the central level (through the Social Inspection).

Bearing in mind China's large population, it s necessary that the targeting process is based on the
family.
3. 4 Connection with ALMP*s

Weak connection with ALMPs 15 another problem of the socizl assistance svstems in EUL The
solution, when it comes to mimimum income schemes is integration of the MIS with activation
policies,

In all EU countries the recent evolution has transformed minimum income support from a mere
economic support for those in need to an active measure intended to accompany the bensliciaries in
moving from social exclusion to active life, Across Europe the common trend over the last few

years has been the tightening of the links between MI benefits within an “active inclusion’ approach.

Although, there 14 a high need {or a more systematic approach to target specific active labour
market measures at the recipients of MI schemes, this should be introduced while developing a
mote personalized and comprehensive support systemy: ‘the provision of quality supporting services
should be considered at least as important as the use of financial incentives and sanctions’ (ESPN,
2016},

There are also countries that are sl lagging behind which should develop effective arrangements
to promaote the coordination of the efforts between agencies responsible for delivening MI schemes
and those charged with promoting active labour market measures and support services. Of panticular
relevance would be tw improve the cooperation between the public employment and the social
asgistance agencies, and again, the one-stop-shop seems to be the most effective approach,

It seems a key is to implement a periodic assessment to evaluate the effectiveness of measures
intended to help MI recipients to access employment and to move in the direction of social
inglusion, Specific attention should be paid o young people. the subgroup of the population who
suffered most from the crisis. In order to aveid them having a passive attitude towards work, in
seme countries they are excluded from MI benefits. As clearly stated by the European Commission
it is eritical that more opportunitics are created for young people lo be economically active, also in
consideration of the expectation of ‘younger generations of tax payers to finance the pension and
healthears systems for an ageing population™?,

* hpe e europa.cwsocialmam jsplangld=endecatld=1 196 & newsld=235% & furtherNews=ycs
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According to EMIN, youth guarantee plans should be integrated into activation plans, and pacts for
education and the professional success of young people could be developed. MI schemes targeting
poor young people should have their integration in the labour market as their fiest and unavaidable
abjective,

Another relevant issue, present for vears in the public debate, is the risk of transforming cash
benefity ay minimuwm tncome in g poverly and inectivity rap, a5 already evidenced in a previous
point.

Activation seems a tool adequate to overcome assistentialism but it should be promoted by paving
attention to the avoidance of different *hidden traps’. As several studies evidence?', across Furope
the trend is ‘to promete activation polices frequently intended as forced reintegration into the labour
tnarkel to overcome mere economic support and passive assistentialiam’. Nowadays having a job is
not sufficient to climinate the sk of poverty because of the large merease in the number of
precarious and flexible job contracts across Europe. Being employed no longer guarantees well-
being and wealth.

The increasing number of “working peor’ points to the need for an open debate on the link between
active inclusion policies and the risk of promoting compulsory working arrangements with low
remunerated jobs, thereby ipereasing vet further the numbers of the working poor. A possible
answer might be:

. MI schemes should remove disincentives to take up work. In particular, according to EMIN,
the ceiling for combinming earmings with MI should be increased,

. It should be ensured that those involved in work activities have incomes that lift them out of
poverty.

= A coherent “activation package” should integrate provisions to aveid the poverty trap
and support the path from subsidized work towards “a real joly' in the open labour
market as Tast as possible (Eurofound, 2015).

s Transitional job schemes, for these who can work. can be useful if set at a pre-
established minimum wage. They could be activated in the peneral povernment
seclor, i a non-profil institulion or a NGO, =

* To consider the different needs and abilities of the beneficiaries adequately, more
sheltered work and work tn the social economy should be created. More activities
individually tailored to the abilities of the beneficianes should be created (EMIN,
2015}, Social integration programs could be developed in cooperation with NGOs.

. More adequate tramning, adapted to the nesds of M1 beneficiares, should be provided.

s Job creation should be a priovity for the European Union as the first step to reduce
poverty. Howewver, the current economic situation in a Furope emerging from the
crisis does nol envisage relevanl opportunities for job insertion, in particular for
those furthest from the labour market, In particular in those countries most hit by the
crisis.

o Specific attention should be paid to supporting, also through skills development, the
creation of new jobs in sectors which appear as those which are currently expected to
have the highest potential such as the circular economy, the green economy and the
soctal econamy,

I Cremaldi Chiara et al - Minimom Income Policles in ELY Member States — Study for EMPL Committes, Apnil 2017
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*  Sanctions should be integrated in a coberent ‘activation package’ which on the one
hand should sveid the poverty trap, but on the other should support the path from
subsidized work towards *a real job” in the open labour market as fast as possille.

E) In some countries the delivery of the MIS needs to be better organized, so that the benehcianes
get easy access and the program is simple and effective.

Che measure might be (o improve the evidence base for nimmuam imcome schemes

More data should be collected at national and EU level on the management and impact of different
MI schemes, on the one hand to introduce an evidence base for the design and reform af effective
MI policies; and on the other to monitor their fmpact in terms af their reduction of poverty and
social exclusion. [t would also be extremely relevant to understand the economic impact of the
measures arficulated by tervitorial areas, to verify the impact of such measures both in wealthy and
more developed areas, and in much poorer and underdeveloped arcas which are relying on them
much more, such as rural regions.

A muore structured and developed information system could alse allow for the evidence of savings at
the svstem level when introducing reforms intended te review and rationalize the system of
allowances and contributions.

To strengthen empirical evidence and rescarch, the following is suggested;

o Arrangemnents o monitor the levels of non-take up and 1o analyse the reasons for this
should be put in place. Infroduce better and comparable empirical evidence and
rescarch on non-take up and regular estimates of take-up rates based on standardized
procedures. These estimates should be based on information from both the
administrative dala and from specific studies.

o Regular analvsis and monitoring of the effectiveness of the policies implemented to
tackle poverty should be introduced, with the results of this analysis and monitoring
made publicly available,

Due Lo the social polarization in China and due to its country specific economic development, the
most appropriate mechanism that would be able to ensure the labour participation of the
beneficiaries might be the implementation on a large scale of Corporate Social Responsibility.

4. REFORMING THE MIS - MAJOR TRENDS IN EU 2010-2016 — POLICY
RECOMMENDATIONS FOR EU COUNTRIES
As was extensively presented in Chapter 3, Euwropean Union Member States [ace common and
specific challenges in applying MIS schemes. Adequacy, coverage, targeting (take-up rates) and the
connection with ALMP's are indicators of measuring the performance of the schemes. Depending
upon the results of the measurements, moniloring and evaluation processes in place are re-
configured and adjusted as well. In order to improve the efficiency and effectivencss of the money
spent on MIS schemes, and taking into account its own values and cultural approaches, each
country is applving adjustment measures and is changing its public policy, Some of the policy
recommendiations listed below are in place respectively:
® 1) The strengthening of conditionality, and in particular the effort 1o link MIS more strictly
with the labour market, work commitments, and more in general labour policies.
The UK: the new Unmiversal Credit implies that claimants sign a claimant
commitment with strict guidelines.
EL, PT, 5K, IT, NL: conditionality has been reinforced with concrete bonds with
active labour market policies (ALMPs),
B 2} The setting of more strict eligibality eriteria, time limits on the benefits, with particular
reference to the able-to-work population,
T3
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— In I}E - the low level of the benefits in comparison (o the poverly threshold has been
justified with the argument that it is an incentive for recipients to renum to the labour
market faster,

— In PT - smicter eligibility and conditionality have resulted in reduced levels of
coverage and benefits.

— InES - in 2012 a reform was introduced to take account of the houschold’s income
instead of the individual’s. Accordingly the number of beneficiaries diminished by
64 per cent in only bwo years,

— In DK - the povernment has put a cap on social assistance with the argument that it
‘should pay to work’

B 3 The effort to simplify a multitude of different and fragmented schemes and to consolidate
them mto one general minimum income program,

— FR, ROUK

P 4) The complex interplay between regulation and organization of the schemes

— The mainstream trend o reduce the discretionary allocation of benelils is 1o
centralize eligibility rules and te decentralize the managing of condstionality. This
often needs to be addressed when considering case-bv-case situations (MWL, RO

= The interesting efforts to set up o “one-stop shop” (HR) to simplify and umfy the way
benefits are communicated, accessed and taken up, in particular where benefits can
have different targets and different eligibilicy eriteria.

B 5 the “pay back” welfarc approach

~ For example in NL municipalities regulate the way recipients retumn or compensale
for the fact that they receive social assistance, for instance by taking up voluntary
work through tegenprestatic (consideration). Refusing to cooperate leads to fines ora
temporary freszing of the social benafits.

In China it is very important that the capital, concentrated mostly in urban areas, participates in the
social field, by using the workforce from the rural areas, ensuring a homogenous development. This
may be achieved by the big corporabions and companies having a good knowledge of the social
problems and of the opporminities.

5. GENERAL CONSIDERATIONS REGARDING THE ACTUAL SOCIAL CONTEXT IN
CHINA

Thig chapter starts from the following questions which should be addressed by the policy and
decision-makers of China:

a) Due to the fact that budgetary expenses should be involved is now the most appropriate
moment for 2 social poalicy change?

b1 ls this change in the medium or long-term sustainable?

¢) Would the effectiveness and the efficiency eriteria for such a change and investment be met?

d} Which is the most optimal strategy for the policy reform?

e} ls it possible, and when will it be possible to use big data in the matching processes” Are the
technical conditions met for that?

Therefore, in an attempt to answoer these questions, [ will briefly analyse the evolution over time of
certain indicators and of their trends for China.

At can be noticed, data for BG and RO are used to make an in mirror” analysis of China. The
resull is a comparison with two European countries, which are the closest to China in terms of
governance and the instruments used for governing.

74



& EU-China Social Protection Reform Project
B Component 3

The evolution of some indicators {red lines for Ching, green lings for Romania and bloe lines for
Bulgaria) like poverty rate indicators, economic growth and income inequality for China when
compared with the two EL Member States, which are closest to China in terms of governance and
economic performance can be seen in the Annex

For Chiea, the indicators of Poverty Gap at 31.90 a day {2011 PPP%), Poverty Gap at $3.10 a day
(2011 PPP%) and Poverty Headeount Ratio at $1.90 a day (2011 PPP% of population) show a very
big and stable decrease in poverly, regardless of the measuring unit: at 31.90 per day from about 5
percent of the population in 2005 to less than 0.5 percent in 2013; at $3.10 per day from about 15
percent of the population in 2005 to aboul 2.5 pereent in 2013, I]'n: ratio of the headcount poverty al
%190 per day from about 18,5 percent of the population in 2063 to less than 2 percent in 2013,

Giraph 3: Poverty gap at $1.90 a day (2011 PPP %) and the trend for China
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As can be observed, the poverty reduction in China is the most visible and this was possible due to
the big increase of GDP.

Ch the ether hand, [rom the graph’s analysis we see that slowing down the Fast economic growth
has led to the opportunity to develop socizl policies based on other criteria and indicators, such as
incomes’ ineguality reduction.
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Graph 4: GDP growth (annwaly and the trend for China
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Graph 5: GDP per capita (constant 2010 US$) and the trend for China
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Analysing the GDP's growing potential, the first question thit anises is: where will the cconomic
growth be in the following 5 vears? And, answering this question, is this change sustainable over
the medium or long-term? The reason for which this parameter needs to be known is that it is
essentizl that in order 1o be able te build a feasible and sustainable social assistance system.
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Graph fic Actual and Potential GDP for China
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Slowing down the economy reduces the impact of this GIP component on poverty reduction. Thus,
there appears to be a need to adjust the possible increase of the income ineguality indicators, in
order to reduce poverty.

Graph 7: Gini - million usd evolution in China
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Source; OECD Data and own work

The analysis observes that China™s GINI cocefficient is in evolution fom 2007 to 2004 - a last
increase of this indicator, showing that income ineguality increased.

This is 2 normal simuation for a rich and developed market oriented economy, showing also the rise
in the qualitv of level, But in the second phase, this increase in the Gini coefficient will lead fo
segregation in social classes and to a higher poverty (Picketty).

So, the new social policy of China should fight against income inequality.

Finally, when considering new social assistance policies, the policy makers have to take into
pccount the trend of the unemplovment rate, because any increase in this indicator should be
alleviated by an appropriate social assistance policy, hindering the working population to fall into
the poverty trap, As it can be observed from the graph below China’s unemployment has a slightly
increasing trend,
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Graph #:; Unemployment (% of total labour forces) (modelled TLO estimate) and Trend for China
y = (bR + 0 2 oeh + 3 08

I

RUE LU ana 2k LA J0l1 g 211 2kl

=

e

Source: DECD Data and Own work

6. THEORETICAL ASPECTS REGARDING INFOBMATIONAL ASYMMETRY AND
MECHANISM DESIGN

The previous chapter analysed cerlain evolutions which implied the directions for building
strategies, whilst in the present one, some theoretical issues regarding the concept of mechanism
design are shown.

Designing public policies should take into account the failure of the markets, in places where the
State has more or less available coherent information, such as the uncertain situation of some people
from the rural and/or remote areas.

The self-regulating mechanisms of the markets allow self-regulation procedures, but the failure of
the markets leads to the state intervening and this exactly the case of social assistance,

The measure proposed is that state intervention would be done either directly, by financing specific
programs or mdirectly by stimulating third parties o intervene, such as CSR (Comporate Social
Responsibility) policies,

For social assistance programs, for their efficiency, we have to take into account the construction of
different schemoes, that there is a situation of mformational asymmetry due o the fact that the
persons in charge of the eligibility decision are not very well informed on the real situation and the
state of the potential beneliciary. For example: the payer of the benefit (the State) doesn’t know the
exact sifuation of the beneficiary, The pranting/eligibility decision is taken by the mayor at the local
lewel (or street committee in Chinal.

Thus, there are three transaction levels: one hetween the beneficiary and the city hall, the second
between the ity hall and the State and the third between the city hall and the street leader.

The money can be allocated directly by the city hall, or directly to the citizen based on an online
request, centralized, or a8 mixed mechanism, through an agency, at local level, empowered by the
city hall. The question is which one of these three is more efficient? The solution is given by Leonid
Hurwice, who developed plans for the way in which social decisions depend on the information
held by people and decision-makers,
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The mechamisms on which the institutions are built and the eligibility critenia are selected, are based
on incomplete information (asymmetric information), the decision is taken by & "principal” relying
on the decisions already made by other “agents”.

So the mechanism can be defined as a procedure in which the principal determines the agents 1o
fulfil their obligations from the norms, rules and eligibility criteria defined by the standards.

In @ social assistance system, the local commumity 15 the agent knowing better the real situation of
the beneficiaries, but, stll the imformation might be incomplete. For example, even a citizen might
look like being poor, he can own imporant properties in another place/community/provinee of
which the local community cannot be aware of, Bul the central institution responzible for the money
allocation will order the payment based on the decision taken at local level, by the community. The
community must take the appropriate action to base its decision on objective facts, and use
instruments such as social inguiry in the feld but the disadvantage of this method s 68 costs, both
in time and money.

In an ideal world, the Government will have all the relevanl information, thus the design of a
mechanism will not be necessary, A solution would be the State to deliver the money dircetly to the
beneficiary, but this is possible only where the number of recipients is small and the total
population is & small nomber, But in reality, the State can only partially know the situation and must
use the existing data bases. So the optimality of the decision is bascd on other reasons. The more
complex the eligibility criteria are, the more difficult and uncertain is the decision.

Due to society’s evolution, and the advance in technology, it is necessary to implement & change in
the mechanisms used in the pavment of benefits. The model mechanisms should 1ake into
consideration the meomplete knowledge of the State on the real status of each beneficiary, but
should take advantage of the existing data base belonging to other different (State) entities.

The model’s creation, the analvsis and the simulations based on the models are difficalt processes,
which require the implementation of the principles mentioned below:

Keeping the high rate of coruption controlled combined with the implementation of some
stimulation policies for Dibao, will eliminate fear and citizens will apply in good faith and the stalt
will decide accordingly, without being too exclusive.

The implementation of the reforms of social assistance in China must be done with a strong
commitment to faimess in order to be aceepted by the population,

In the first phase, due to the effect of the “fear of mistake™. there will be the tendency at the local
level lor subinclusion 1.e. non-take-up,

Another aspect which should be taken into consideration is that the informational asymmetry is
reduced when different actors give information to the principal. So, even al the local level where a
means lested inguiry is done in the feld, the solution might be completed, or even replaced. by
mnterrogating different data bases belonging to third partics and by establishing risk profiles.
Another solution might be the sreation of 2 portal for Social Inspection, meant 1o gather information
from different sources and use them together with nisk profiling for deciding the inspections.

This principle implies the development of the communication capacity of the beneficiaries directly
with the central authority,

It is comrmon sense that China wants to have increased governmental influence and for efficiency of
the social assistance Lo be higher. This efficiency will increase and will be measurable as soon as
the information transfer and [T systems are used more and more.

Another principle of the informational asymmetry is transparency, (5 role 12 1o control the moral
hazard,
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The better known, more in detailed presented, and the publicly exposed the financial nature aspects
are, the smaller the differences in information for the principals and agents are.

The abuse power of the agents is directly propertional o the informational asymmetry size,
Transparency is used as panaceum for good governance on public spending,

Another principle is extemalisation of the measuores, in order 1o control the effects of the
informational asymmetry,

The policy makers may take advantage of this principle n social assistance by building an
institution able 1o construct and use risk profiles, as well as the means for intervention, TL could be
the Social Inspection or the Soctal Audit,

7. CHALLENGES FOR THE CHINESE MINIMUM INCOME SCHEME (MIS) AND
POLICY RECOMMENDATIONS

The measures from the present chapter will be developed in the five directions presented in chapter
4, by adapting them to Chinese realities, as shown in the evolution of the macroeconomic indicators
from the chapter 5 and using the theory of asymmetric information from chapter 6.

7.1 Adeguacy

LOW ADEQUACYLEADS TO A LIMITEDR IMPACT OF MIS ON POVERTY REDUCTION

Graph % Adequacy-Causes and Solutions

WELFARE /LIMING
LEVEL
INCREASING

UFE EXPECTAMNCY
INCREASING

Sne: own work
Following the economic policy adopted by China in the last decade the social and economic face of
the country has changed dramatically,

The following results were achieved:

) Life expectancy increasing due to the health policies, the fast
incrzase in the health expenditures in China, from 2011 to 2014, as can be
observed in the graph, had a direct and positive impact on the life
expectancy. There has almost been the same rate ol increase in life
cxpectancy as in health expenditures. The consequence of this is that the
population aged 65 and above has increased as percentage of total
population, The pension policy necds 1o be adapled accordingly.
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Muorcover, the use of Chinese traditional medicine, largely used in the country, has led to a very
high life expectancy which is comparable to the other European countries. This traditional medical

swstemn might be useful in targeting social benefits, and also, some social services.
Graph 10: Health Expenditure per Capita (current USS)
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Graph 12; Population aged 65 and above (3% of total)
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Weliare/life style is increasing, due to the increase in the expenditure for the final consumption,

Graph 13: Houschold Final Consumption Expenditure (annual % growth)
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Graph 14; Household Final Consumption Expenditure per Capita {constant 2010 LISF)
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The public policies of social assistance stimulate the consumption of goods and services that are
basic necessities,

The rapidly imereasing mumber of people with improved access to water sources, reaching 93
percent of China’s population was the third factor which contributed 1o the raising of the averall
level of living,

Adopting some soctal programs such as financing the development of water samitation in the rural
areas will increase the quality of life, alleviating extreme poverty and material deprivation??,

This high rate of internet users can be exploited by the government by introducing the possibility of
granting the benefits through mohbile phones connected to a data base, Also the procedures of
asscssmentssocial ingquirics/mesns tested evaluations can be conducted by using new technologics
and data bases: cross checking/data matching/data interoperalility.

Another measure for combating material deprivation might be the introduction of mobile internet in
the rural areas.

#% The material deprivation rate is an indicator in the EU that expresses the inability to afford some items considered
by most peaple to be desirable or even necessary 1o fead an adequate life, The indicator distinguishes between
individuats who cannot afford a certain geod or service, and those who do not have this good or service for another
reason, ¢.g. bocause they do not want or do not need it

The rdicator adopted by the Social protection commithes measures the percentage of the population that cannot afford
at least three of the following mine iterms:

to pay their rent, mertgage or wtilicy bills;
o keep their home adeguately warm;

to face unexpecied expenses;

10 cal meat o proteins regulariv;

to o on holiday;

i televisdon sel)

w washing machine;

i

& telephone,

R e
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Graph 15: Infermet Users (per 100 peeple)
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The percentage of the population having an increasingly better level of living, but kecping a fow
Dibae threshold, has an effect of decreasing the number of beneficlaries, which means a low
adeguacy rate of the benefit.

The policy recommendations. meaning possible solutions which might be applied are:

= Connect/compare the Dibae level to a unigue poverly line or minimum age, of
minimum pension and compensate accordingly

¢  Spending a bigger amount from GDP for social assistance, especially for Dibao to
Altract investments from private sector, orfand civil society and introducing CSR?
policy rules.
The impact of social welfare 18 proven by the level of consumption. As can be hoticed from the

graph, the level of the final consumption expenditure in China 1z very low, about 50 per cent of
GDP, compared with RO and BG where the consumption level was about 80 per cent for 2014,

An merease o the consumphon expenditure for everybody can be done by introducing a policy of
social protection through special credits’loans/coupons ete. offered to the people with a
consumption threshold below a certain limit, especially in mural areas,

The money could be used for trips or to face unexpeeted expenses, thus leading to a reduction in
other factors of poverty.

2 {28R= corpotate social responsibility
24
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7.2 Coverage
LOW COVERAGE LEADS TO AN UNFAIR SITUATION BETWEENLIRBAN AREA/RURAL AREA

Graph 16: Coverage- Policy Recommendations

Source: own work

Despite the fact that the rural population has decreased in recent vears, it is shown below,

Graph 17: Rural Population as a % of Total Population
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Source: OECD Data and own work
An unfair situation regarding the social assistance coverage of the population in Rural and Urban
areas still remains,

This situation leads to the low coverage characteristic of Dibao, with a specific under coverage in
rural areas and aver coverage in urban areas {(exclusion and inclusion errors),

Possible solutions and policy recommendations are:
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Simplifying and developing & more comprehensive DIBAG, including the other related benefits
Reforming DIBAO as a UNIVERSAL and CATEGORICAL benefit at the same time (including
special rights for specific vulnerable groups)

Connect/compare the DIBAOQ level to a unique poverly line, or minimum wage, or minimum
pension

Clearly centralize eligibility rules and decentralize the management of conditionality, which often
needs to be addressed considering case-by-case situations,

Hazving in mind the utility function existing for any person, it can be observed that this is not
dependent only on the income, but is also in comparizon with the other members of the group, also
with expectation levels, with the cost of leaving the group ete, Thus, for a person from the rural

arcas, the decision on migrating o the wrban arcas will be taken only if the temptation of an
inereased income will cover the cost of leaving the rural group.

The inclusion on the eligibility criteria lists of specific items for a defined zone s useful for
decreasing the nen-take-up error.

The main condition is that all these criteria should be transparent, very well known {or evervbody,
and the existence of a control body.

For instance, for a certain community, a person able to potter 3 teapot sets per month, will be
exempled from the agricultural works for the community,

7.3 Targeting

TARGETING®2 ELIGIBILITY CRITERIA
Graph 18: Targeting-Policy Recommendations

Source: own work

The problem wdentified for the targeting of Dibao is the same as in the ELU countries; the eligibility
criteria are such defined, that, on the one hand they are too complicated and people are not aware of
the existence of Dibao and/or other programs meant to fight against poverty {=exclusion error=rnon-
take-up) or on the other hand the means tested procedures are too evasive,

In order to improve them, there are some policy recommendations below:
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Perfect the asset standard and reduce the subjective factors in asset checking
Solutions:
Use the household’s electricity consumption

The increasing trend in the electrie power consumption per capita in China, as can be seen in the
table below, correlated with the possibility of comectly measuring this consumption, for each
household, might be set up as a threshold for Dibao, with different levels when it comes to the
money received by the bepeficiary, but with a unified level for the threshold. Electricity
consumption is, nowadays a sign of poverly or non-poverty which might be considered as universal,
The same logic and philesophy can be applicd also for water consumption.

Using the Asset Table (see Annex B) for the rural areas

Ihe Romanian laws for low income houscholds. providing state help for alleviating poverty and
social exclusion are: Law for Minimum Income Guarantee (Law no 4162001, Law for Family
allowances (Law 277201 1), and, for scasomal heating benefits, Emergency Ordinance no 7002013,
These three ways of fighting against poverty in RO are means-tested and. also, each of them has a
certain income threshold, above which one will not receive any benefit if the household of
beneficiary’s per capita ingome is higher that the threshold,

But for all three of them, a means-test is also run, for each beneficiary or family. From the formal
point of view, this is carried out by a social worker or another person in charge of social assistance
1ssues al the local level (town level).

For the means test, in 20013, RO changed the previous system of assets’ evaluation, hased on
counting the number of animals and taking into account the surface of the land owned by the
potential beneficiary. Now, it uses a method based on the logic that land and animals as well are
potential producers of income, through their products, For example: hens are not counted anymore,
but the value of the eges the hen can produce in a certain period of time 13 taken mto consideration.
Likewise, how many pigs the beneficiary has it is not counted but how much money the beneficiary
cauld earn if the meat of the pig were o be sold is counted. The same for land: how moch money
might be obtained 1f the beneficiary 15 cultivating wheat, or other plants or has an orchard with
different trees. Everything is transformed into EURO.

All the data are introduced into an Excel table (like the one shown in the annex 1) and an amount
which might be camned by the beneficiary results. And, if this amount 1s higher than 150 EUR, the
beneficiary cannot receive either Minimuwm Income or the Family Allowance (if the family has
children} or Heating Renefits,

Apply wansparent simple decision making processes and appeal procedures

Estahlizsh & Tracking Mechanism and Active Discovery Mechanism {petive Dibao)
Improve/perfect the Calculation System oa Household Income and Assets

Implement an Information Checking System for & Household Economic Condition

Establizh the Caleulation Index of Household Income for Rural Social Assistance Applicants

Analysing the employment rates on agriculture, some may notice that there 1s a very low proportion
of both of males and females working in agriculture as a percentage of the male / female
employment rate:

Therefore, another solution for improving the targeting in rural areas might come by fixing a
conditionality of working in Agricullure: a certain number of working-hours or working-days,
propertional to the amount received as DIBAOD,

BT
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Ag g general action direction, it 18 important to establish and develop rural companics, specialized in
the local specificities, absorbing the local workforce and with role in CSR.

7.4 Connection with active labour market policies

WEAK CONNECTION WITH ALMP'S
Graph 19: Connection with ALMPs- Policy Recommendations

Source: own work

According to the analysis performed, China has a very high and steady employment rate, including
youth employment.

Graph 20: Labour Force Rate for Ages 15-24, total % (modelled on ILO estimate)
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Graph 21; Labour Foree Participation Rate - Total % of Total Population Age 15 + national
estimate
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Analysing the ahove graphs, one may appreciate that in China work is very chenished (and valued)
by all the citizens. Therefore, cne can appreciate that it might not be necessary to put a
conditionality of working while being Dibao beneliciary.

What may be suggested as a policy recommendation is a time constraint. Dibao can be granted for
not maore than 3 vears in a lifetime for a person able to work.

Other pelicy recommendations:

Bonuses or a variable threshold for working beneficiaries: For the beneficiaries with jobs, the
threshold might be increased either by a fixed amount, or by a percentage of the monthly salary
(50% or less), in order not to penalize the work availability of the beneficiary, This constitutes an
incentive to work, which really encourages MIS beneficiaries to go back to work or 1o be interested
in finding a joh,

Limits in time for workable beneficiaries: This condition will discourage the dependency of social
assistance,

Strong commitments related to work “pay back” welfare approach (voluntary work in community).
7.5 Process Management on delivery
NON-EFFICIENT MANAGEMENT PROCESSES IN DELIVERY

Y
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Graph 22: Delivery Processes — Policy Recommendations
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As Prof Yao Janping®, Prof Haomiao Zhang?5, and Prof. Lin Yi25 mentioned in their Policy
Recommendations Reports, respectively mentioned, the process of delivery of the social assistance
benefits is complicated and does not have unified procedures and methodologies across all of China,

Therefore, they are time consuming both for the applicant and for the administrative staft.

The main pelicy recommendations arising both from the Chinese experts reports, the European
experience and the auther's opinions are:

It 15 necessarily to establish 2 tracking mechanism and active discovery mechanism (active Dibao).

Standardize the administrative procedures Tor social assistance including the automatic granting for
specific eligibility criteria (this measure will simplify the work for many soclal workers in the
different regions of China. helping those most affected by poverty and/or lack of staff.

Construction of an inspection mechanism (organism/institution) in order to deal with error, fraud
and corruption,

Staff training {on a regular and compulsory basis) and strengthening the role and powers of social
waorkers gt grasstoots level,

Extensive use of 1T databases and imlerconnecting [T systems.
Increase the number of staft at all levels {grassroots, village and ministry level).
CONCLUSIONS

The present report is intended to be a comparative analysis for the implementation of Minimum
Income Schemes (MIS), conducted with the scope of emphasizing the common problems and
situations that appear both in the EU Member States as well as in China, I toes 1o find the solulion
for cach.

H3.2 7 Optimization in Social Assistiies — Procedures and Eligibility eriteria for social assistance benefits” — Prof,
Yao Jiangping - School of Humanitics and Social Sciences - Morth China Eleciric Power University
2 3.2.3 Overall coordination of Social Asgistance Resources in China » - Prof. Haomiso Zhang, PRI, Associate
Professor, School of PublicAdmimstration, Sichuan University, P.R. China
2w 3.2.4 Fraud m Soctal Assistance: ldenafication, Coping Strategy and Prevention » - Lin Y1, Professor, Center for
Ageing & Soctal Security Rescarch, Southwestern Uneversity of Finonce & Economics, PLR. China
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The adeguacy, the tarpeting and the coverape i5sucs seems to have common issues inthat neither
EL Member States nor China have found the best solution for using this instrument as the tool for
combating poverty and social exclusion. The number of people removed from poverty by MIS is
variable, bul rather small compared with expectations, The following seem lo be (he main reasons
for both the EU and for China as well:

Bad connection of the MIS threshold with the poverty rate andlor the minimum wage level (as
defined);

Too small amounts delivered to the recipients compared with their real needs;
Inclusion and exclusion crrors due to the complexity of the schemes and staff shortages;

Low level of informatisation of the assessment process leading to high administrative costs and
meluzion crrors (over-take-ups);

The danger of the poverty-trap and of dependency on the system,

China, in particular, due to its huge population and swface arca, encounters problems regarding
unified procedures and methodologies. These must be harmonized and unified otherwise the equity
principle among all the citizens will be breached,

A few policy recommendations are suggested below keeping in mind the difference between the
twar societies and the different social assistance approaches, as well as the uhique characteristics of
China, especially the fast growing cconomic rate and rapid urbanization.

The main conclusions of the policy recommendations arve:

»  First of all, it 15 necessary to clearly define the mission, the purpose, the objectives (general
and specific) of the public policy/strategy and to draw up an action plan. This public
policy/strategy should be desipned in perfect accordance with the monetary and economic
policy of the country

#  The IT system construction should allow smooth and continuous changes

» Asa transit design, develop a specific Dibao policy with two or more targeting levels, with
sanctions mechanisms; Due to the differcnces among the Chincse regions, il might be useful o
intreduce specific regional rules that ave transparent and are controlled

»  Targetng should be at the family level

s The capital from urban zones muost use the workforee from rural are the as the within the
frame of corporate social responsgibality

»  Connect'compare the Dibao level with a unigue poverty line or minimum age, or minimum
pension and compensate accordingly

o Spend a bigger amount of GDP on social assistance, especially for Dibao

o Atltract investments for private sector, orfand civil H(‘M_‘ietj,r ard inlnxlul_'ing C5RY pcﬂ:’cy
rules

o Simplify and develop a more comprehensive IMBAQ, including other related benefils

e Reform DIBAC as a UNIVERSAL and CATEGORICAL benefit at the same time
{including special nghts for specific vulnerable groups)

o Clearly centralize eligibility rules and decentralize the management of conditionality, which
often needs to be addressed considering case-by-casc situations

T C8R= Corporate social responsibility, often abbreviated "OOSR," is a corporation's  initiatives $o assess and take
respansizility for the company's cffects on environmental and social wellbeing. The term generally applies o etfforis
that go beyond what may be required by regulators or envircnmental protection
groups. bips:wew, investopedia. conyierms/o/oorp-social-responstbility aspixzz S pyEsLiT
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o Perfect the asset standard and reduce the subjective factors in assel checking

e Lse electricity consumption as a checking mechanism andior eligibility criteria

e Use an asset table for the assets in rural areas as a means tested instrument (see
Annex 1)

e Have a wansparent and simple decision making process and appeals procedures

s Establish a tracking mechanism and active discovery mechanism (active Dibao)

= [mprove'perfect the caleulation system for houschold income and assets

» [Establish an information checking svstem for a household's economic condition

»  [Establish the caleulation index for household imcome for rural social assistance

#  Bonuses of vatiable threshold for working beneficiaties

e Limits in time for working beneficianes

«  Strong commitments related to work

= A ‘pay back' welfare spproach {voluntary work in the community)

»  Intercomnectivity of the TT systems

e Standardization of the administrative procedures of social assistance, including
automalic granting

o  Construction of an inspection mechanism in order 1o deal with error, fraud and
corruption

*  [ncrease the number of staff at all levels, starting with the Ministry of Ciil Affairs
and finishing with staff at the township level and. eventually, at the village/sireet level

» Siaff traning and strengthening the role and powers of social workers at the
grassroots level

* A unique institational structure, both central and provincial levels. which will
coordinate the local activity in all social affairs programs: social assistance, education,
Judicial, housing, social security

= [mplementation at the local level (township and street) of the concept of "integrated
services” — an assistance package made up of social assistance plus medical community
assistance plus education plus employment assistance

* The construction of a unified social assistance management svstem, with all the
social benefits and services within it, with standards, payment methods and levels as well as
management designed unilormly

e Creating and financing a new set of social services, adapted o the specific needs of
certain groups (children in poverty and/or abandoned, elderly in poverty, disabled ete.).
Creating an independent control body (Soecial Inspection} with the aim of monitoring and
cvaluating the Dibao delivery, from eligibility to payments, empowered with an adeguate
sanctions policy

The Involvement of NGO's in all of the evaluation process, especially for means tested social
inguiries — for ficld visits and for the monitoring process of all benefits

g2
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Annex 1: Poverty gap at $1.90 a day (2011 PPP %)

200% M o007 200n Z{HHY s E ] 2011 lopt I0LN 2014

Source:; OECD Data and own waork
Annex 2: Poverty gap at $3.10 a day (2011 PPP %)
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Source: OECD Data and own waork
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Annex 3; Poverty headeount ratio at $1.90 a day (2011 PPP % of population)
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Source; OECD Data and own work

Annex4: 10 GDF growth {annual)

GOP growth (annual Yo

Ioos 2{HHs 0T 2idkg 2Ll x01L X003 24kl

=14k

=——Hulgma =——Chmn =Fommin
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Annex 5: Unemplovment (% of total labeur forces ) (modelled TLO estimate )

25 JMk 2047 I Ik 2010 2011 1052 Ly e

Source: OECD Data and own waork

Annex 6: GDP per capita (constant 2010 USS)

GDP per capita {eonstant 2010 TISS)
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Source; OECD Data and own work
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Annex Tt Unemployment (% of total labour forces ) (modelled TLOY estimate)

200E 006 oot Ionn o Zoos foko o okl 212 13y 2014

Source; OECD Data and own work

Annex 8: Health expenditure per capita (current US$)

Health expenditure per capita (current US4 )
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Source: OECD Data and own work
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Annex 9: Life expectancy at hirth total {years)

25 JMk 2047 I Ik 2010 2011 1052 Ly e

Source: OECD Data and own waork

Annex 10: Population ages 65 and above (% of total)

2M)5 JHHE WYY 20 e I0Le MELL 201X DR I0Rd

Source; OECD Data and own work
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Annex 11: Household final consumption expenditure (annual % growth)
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Source; OECD Data and own work

Annex 12: Household final consumption expenditure per capita (constant 2010 USS)
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Source: OECD Data and own work

104



’ EU-China Social Protection Reform Project
b, Component 3

Annex 13: Household final consumption expenditure per capita (constant 2010 1UUS%)
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Source: OECD Data and own waork

Annex 14: Household final consumption expenditure per capita (constant 2010 US$)
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Source; OECD Data and own work
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Annex 15: Household final consumption expenditure per capita (constant 2010 US55}
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Source: OECT Thata and own work
Annex 16: Internet users (per 100 people)
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Annex 17: Final consumption expenditure, ete. (%% of GDP)
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Source; OECT Data and own work
Annex 18: Rural population % of total population
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Source; OECD Data and own work
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Annex 19: Final consumption expenditure, ete. (% of GDF)
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Annex 20: Employment in agriculture, female (% of female employment}
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Source: OECD Data and own work

104



i LTI,

EU-China Social Protection Reform Project
Component 3

Annex 21: Employment in agriculture, male (% of male employment)
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Source: OECD Data and own waork

Annex 22: Labour force rate for ages 15-24, total % (modelled ILO estimate)

e I0Le MELL 201X DR I0Rd

Source: Data ILO and Own work
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Annex 23}: Labour forces participation rate for ages 15-24 female %% (modelled TLO estimate)
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Source; OECD Data and Own work

Annex 24: Labour force participation rate total % of total population age 15 + national

estimate
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