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Definition and Terminology

guaranteed income

Minim

Family [Benefit

Social Assistance

Employer

Government

Threshold:
poverty line



guaranteed income

e Minimum income guaranteed by the state to all
persons or families whose income falls below a
certain fixed level.

e Various methods may be used to assure the
guaranteed income: negative income tax,
family benefits, social assistance, etc.

e Some schemes include some sort of work
Incentive.

e Use for the old terms: minimum guaranteed
Income




soclal assistance
(AL € 4284/ AL € $7B4):

e Various kinds of assistance in money or in kind
to persons often not covered by social
iInsurance and who lack the necessary
resources to cover their basic needs.

e Use for old terms: “public assistance”, “income
maintenance”



supplementary benefit
(A 5 &/ A B35 ))

e Compensation or allowance, usually means
tested, to cover the shortfall where benefit
entitlement is lower than a prescribed
minimum.

e —Use for “mean-tested benefit”, “mean-tested
Income support”



EU’s Definition of Social
Protection

e Social protection provide people with income In
times of need and allow them to accept and
embrace economic and social change.

e In this way they promote both social cohesion
and economic dynamism.



Socilal Assistance in OECD
Countries (Eardley, et al. ,1996)

e ‘Social assistance’ defined as the range of
benefits and services available to guarantee a
minimum (however defined) level of
subsistence to people in need, based on a test
of resources.

e Key concepts: minimum level of subsistence,
people in need, mean-tested



poverty-tested

e aimed at providing a minimum income. which
IS often regarded as a de facto poverty line

e other income-related or means-tested benefits
which may have a different purpose, or are
withdrawn at a higher income level (e.qg.
education allowance, housing allowance) will
not included in the analysis of “social
assistance”



Special 1ssues of Social Assistance In
different OECD countries

e conditions of entitlement
® coverage

e benefit levels

e operation of means tests

e administration, regulation and
finance



Special issues

e fraud control
e emergency and lump-sum payments

e benefits in kind. 'passported’ benefits and
exemptions

e help with housing costs

e the relationship between means-tested and
other benefits

e the role of non-governmental or organisations
and 'poverty lobbies'




Background and context

e Growing international interest in selective
and targeted approaches to social
protection.

e substantial levels of 'new poverty' in EU
member countries, partly related to
limitations in insurance-based protection
In the context of long-term
unemployment and social change



Background and context

e high levels of social security expenditure
damage economic effort has also become more
iInfluential internationally, and

e financial institutions working in the transitional
economies of Eastern Europe have been calling
for the establishment of mean-tested safety
nets as a key element in anti-poverty
strategies.



Research guestion

e t0 what extent reliance on assistance has
been increasing.

e What patterns have emerged in
e how schemes are organised, and

e how successful policy approaches to
common problems have been.



Country General assistance Categorical assistance
Australia Special Benefit Age Pension: Service Pension:
Disability Support Pension;
Wife Pension: Carer Pension:
Sole Parent Pension: Sickness Allowance:
Unemployment Allowances: Family
Payments
Austria So iialhiife, for people in Supplementary Pensions:
private households Unemployment Assistance
Belgium Alin:Men- Perm ( Garanli pour Per,sonnes A gess;
Allocation pour Handicapper;
Allocation .Pmmliluale Garantie
Canada Canada Assistance Plan Guaranteed Income Supplement
(as framework for provincial Spouse s Allowance
programmes)
Denmark Social Bistand
Finland Living Allowance
France Rerenu Minimum d'nsertion Minimum Vieill'esse,‘ Allocation our
(RMI) Adu/tes 11ondicapes (AAII); Allocation
de .Poront Lsotll (API); Minimwn
Itavalidite; Allocation Veuvage; Allocation
de Solidarite Spectfique; Allocation
d7nscrlion
Germany Soialhilfe; subsistence aid 4rbeitslasenhi.fle



Socilal assistance In UK & USA

Country General assistance Categorical assistance
UK Income Support Family Credit: Disability Working
Allowance
USA Food Stamps: General Aid to Famulies with Dependent Children:
Assistance Supplemental Security Income: Veterans'
Pension: Earned Income 'fax Credit
, . -
Country Housing assistance” Other tied assistance
UK Housing Benefit Community Charge Benefit
(later replaced by Council
Tax Benefit): Free school
meals
USA Federal Housing Assistance: Low Income Medicaid: School Lunch and
Home Energy Assistance Breakfast programme:

Special Supplementary Food
Programme: Job Tramning

Partnership Act: Head Start




Poverty-tested vs. general
means-testing (Gough, 1994)

e provide resources to people who would
otherwise fall below a certain, usually officially-
defined, minimum standard of living.

e This minimum standard will often reflect a
political judgement rather than a scientific
assessment (Veit-Wilson, 1994a).

e It may or may not he referred to as a poverty
standard. but there is some recognition of
providing a floor or 'safety net' below which
nobody should fall.



e General means-testing is concerned to relate
benefits to current resources across a broader
range of income groups

e may be no more than a means to restrict
access by the well-off



cash vs. 'tied’' benefits

e Cash: provide money benefits.

e These may be emergency relief payments to
cope with disasters or exceptional needs, or
more regular payments.

e Tied benefits entitle the recipient to free or
subsidised use of a specific service or to a
refund of rebate for all or part of the charge
for a specific service



three basic mechanisms

e universal' or e Mmeans-tested or income-
contingency benefits, not related benefits, where
related to income or eligibility is dependent
employment status, upon the current or
allocated to all citizens recent resources of the
within a certain social beneficiary.
category;

e Social insurance, where
the benefit Is related to
employment status and
contributions paid;



Selective: Protection by category

e Although the basic principles informing
different schemes are not dissimilar, the
realisation of these principles in practical policy
varies considerably.

e Wwhether minimum income guarantees are
provided across the board, through a
generalised scheme, or whether people's needs
are addressed within different categorical
population groups.

e At present, the preference of the majority of
countries is still to offer protection by category.



Similarities In practice

e The minimum age threshold for most general
schemes Is 18 years, unless young people have
or are about to have children or face particular
hardship.

e More than half the countries studied have
some prior residence conditions, as well as
limiting the availability of help for refugees and
asylum seekers.




Individual vs. Family as unit of
application

e Most countries take into account only the
resources of the claimant, and the partner In
the case of couples.

e In a few countries, however, expectations of
family support extend further, at least In
principle. These include Austria, Germany,
Japan and Switzerland.

e A small number of countries mainly in the
Nordic group, do not always take into
account the resources of a cohabiting partner
unless the couple are married



Income and Asset Test

e There Is also wide variation in the level
and type of earnings, other income and
assets discounted Iin the means test,

e though most take into account child
maintenance payments.

e Overall. the strictest means tests are
found In the Scandinavian countries, plus
Austria and Switzerland



Paradoxical Means-testing

e the Nordic countries tend to combine strict
means tests with liberal approaches to
cohabitation rules,

e while countries like Austria and Switzerland
may expect claimants to seek support from
their wider family, but still offer relatively
generous benefits.



Reasons Behind

e Be explained by looking at different
countries' traditions, in terms of
expectations of family support,

e the emphasis placed on work incentives,
their attitudes to cohabitation and lone
parenthood

e the relative importance of assistance
schemes In the wider income
maintenance systems.



Nuclear Family as benefit and
resource unit

e As regards approaches to the benefit and
resources unit, it is interesting to note the
relative uniformity. With a number of
exceptions where wider family obligations have
retained a strong legal foundation. the nuclear
family Is the norm, in spite of

e Some tentative moves towards forms of
iIndividualisation.

e Efforts to shift obligation back on to the wider
family seem to be unsuccessful where it has
been attempted.



Housing need

e Most countries meet some or all of the housing
costs of people with incomes low enough to
receive social assistance, usually including
owner-occupiers as well as tenants.

e The main distinction is between those
countries which provide help as part of a
general social assistance payment (and only for
assistance recipients) and those with a general
housing benefit scheme open to people on low
Incomes generally.



Exceptional needs

e Virtually all countries have some
arrangements for meeting exceptional
needs, through combinations of loans
and grants.

e These are frequently discretionary, but
the level of debate generated by such
provision In the UK appears to be
exceptional.



Centre-local responsibilities

e Centre: countries like Australia and the
UK, which have integrated and national
schemes with common rules of eligibility
and payment levels

e Local: Italy, Norway and Switzerland,
where both administrative responsibility
and decisions about levels of benefit
payable are devolved almost entirely to
the local level



Dilemma of Local systems

e those regions or local authorities with the
lowest potential funding capacity which
have the highest demand on social
assistance.

e In these countries, funding Is generally
split proportionately between central and
local governments



From central to local

e Outside the centrally organized systems,
the trend Is towards greater development
of powers towards regional or local
authorities and reductions or restraint in
central funding.

e The new funding structure set to replace
the Canada Assistance Plan from 1996
provides a key example.



From local to central

e there Is also pressure in several of
the Scandinavian countries In
particular, and in Switzerland to a
lesser extent, for greater national
standardization of benefit levels.



Administration

e All social assistance schemes are complex. as
they seek to adjust to the diverse and
changing needs of claimants on the one hand

and the interests of tax payers and employers
on the other.

e methods of application and payment, reporting
requirements on claimants and recovery of
overpayments, seem, at least in principle,
broadly similar in most countries



Administration

e considerable disparity in the extent to
which fraud and abuse are regarded as
serious problems in social assistance and
the measures adopted to administer It.

e This variation correlates broadly to the
size of assistance schemes



Benefit rates, adequacy and take-
up

e In more than half the countries studied benefit
rates are set nationally, whether social
assistance Is locally administered or not.

e Austria, Canada, Norway, Spain and :ltaly (for
the local Minima Vitale} are the only countries
where both administration and the setting of
rates are entirely the responsibility of the
provinces or municipalities



Rage Adjustment

e In most countries, uprating of benefits takes
place annually, though in a few it takes place
more often.

e Benefits are most commonly uprated in line
with movements in the consumer prices index.

e Exceptions include Austria, Denmark and
Finland. where benefits are linked to an
earnings index or another benefit: and
Germany-, which uses an index of the
expenditure of the lower third of the income
distribution.




National Debates

e How much poverty Is debated as an issue
varies between countries.

e Factors which influence the level of debate
Include the extent to which recent economic
problems have resulted in noticeable increases
In deprivation, and

e the effectiveness of political parties or lobby
groups at drawing public attention to the
ISsues.



New Poor and socilal exclusion

e Debates within the EU member countries have
often focused on 'new poverty  identified with
certain population groups amongst whom
poverty has become more prevalent as a result
of recession, social and demographic change
and labour market restructuring.

e Social exclusion' is regarded as better
capturing the broader deprivation which can
result from inabllity to participate in the
mainstream life of the citizen. It implies that
effective action should encompass more than
simply cash income maintenance



Disparities within EU

e In southern Europe debate has mainly focused

on developing guaranteed minimum incomes in
Ine with other EU countries, though discussion
nas tended to founder on the economic
oracticalities of such provision.

e In both Norway and Sweden, arguments have
centred on the advantages of uniform national
rates and regulation versus local and
iIndividualised discretion.




Underclass debate

e A theme which has been particularly
salient in the USA, and to a lesser extent
In the UK, has been that of benefit
dependency and work incentives.

e In both countries assistance benefits are
central to their systems of social
protection.

e The "underclass' debate has also had
some resonance In the other English-
speaking countries



Campaigns and lobby groups

e The existence of organised campaigns
and lobby groups appears to be one
Important element in whether poverty
and social assistance are matters of
public debate, even though these groups
are often judged to have only limited
influence.



Debates on adequacy

e \Where social assistance iIs more important, it
appears that there is more concern about
adequacy and more information on the subject.

e These countries include Australia, UK, Ireland.
New Zealand and the USA

e In those countries where social assistance
levels are highly variable or locally determined.
there Is naturally more difficulty in examining
the issue of adequacy.



Take up rate — under-researhed

e with the exception of in the UK, the non-
take-up of social security benefits has been
a particularly neglected topic. This
observation was supported by the
Information provided by national informants
for this study.

e Less than a quarter of the countries were
able to provide any recent estimates of
take-up and the basis of these was not
always clear.



the 'model family income matrix’
data

e A composite ranking, based on percentages from the
mean for nine family types, puts Iceland at the top,
after housing costs, heading a group including the
Nordic countries, Luxembourg, the Netherlands and
Australia, all with levels more than 20 per cent above
the mean.

e Second Group: led by the UK and including the USA
(New York), Japan, France, Canada and Germany.

e Third group: all with social assistance levels more than
ten per cent below the mean, including Belgium. New
Zealand, the three other US states and the southern
European countries.



Socilal assistance, work and
Incentives

e social assistance arrangements which might
iInfluence labour supply behaviour, including
how long people might be entitled to
unemployment insurance, unemployment
assistance and social assistance generally

e job search activity tests and sanctions;
Insertion and integration programmes; and
other incentives



Unemployed In social assistance

the percentages of assistance recipients who are
unemployed and in the labour market also differ
substantially between countries.

Data are limited, but it is estimated that in 1992 the
proportions varied from relatively few in Luxembourg
and Portugal to about a third in the UK,

half in Canada and Ireland, two thirds in the
Netherlands and nearly all in Sweden.

About two-thirds of social assistance recipients in the
Nordic countries are young single persons who have
not established an entitlement to insurance benefits.

By contrast, in the UK, couples with children are the
largest group of unemployed recipients of social
assistance.



Duration of assistance

e Duration of social assistance Is generally
unlimited where needs continue, except for
specific benefits for young people in some
countries.

e In Austria. Denmark, Italy, Spain (outside
Madrid), Switzerland and Turkey, Duration of
payments is discretionary, and an assumption
exists that assistance is intended only for
limited periods



Job search requirements

e In the majority of countries, recipients are
required to register as unemployed and to
establish that they are actively looking for work,
unless exempted.

e The major variations relate to lone parents. In
particular to the age of children who exempt
lone parents from the requirement to seek
work. The most liberal provisions apply in
Ireland, the United Kingdom, Australia and
New Zealand. where lone parents are not
required to seek work until their youngest child
IS 16 years (or older).



Work incentive schemes

e disregards of income in the means-tests, lump-
sum back-to-work allowances, and loans and
grants for work expenses or self-employed
business start-up.

e Municipalities are obliged to provide special
employment schemes in Belgium. Denmark,
Germany, the Netherlands, Norway, Spain and
Sweden.



Diverse systems, common
destination?

e The extent and generosity of schemes are not
correlated.

e Extensive social assistance schemes in the
English-speaking countries deliver relatively
generous benefits in Australia and low benefits
In the USA.

e There are similar variations among those
countries with low or modest reliance on social
assistance.



seven social assistance regimes’

- Selectivc welfare systems:. Australia and New
Zealand

— The public assistance state. the USA

— Wellare states with integrated safety nets. the UK.
Canada, Ireland and Germany

— Dual social assistance. France and the Benelux
countries

- Rudimentary assistance:. Southern Europe and
Turkey

_ Resrdual social assistance: the Nordic countries

- Highly decentralised assistance with local discretion.:
Austria and Switzerland.



Debates and policy initiatives

e The English-speaking countries with extensive
soclal assistance schemes report a range of
Issues in common, including the costs of
assistance, work disincentives and fraud. In all
these countries, except the USA, the high level
of unemployment is also a continuing cause for
concern.

e Welfare dependency and the "underclass'
debate appears to be a defining feature mainly
of the stigmatising public assistance system of
the USA.



Other debates

e the rights of immigrants and asylum seekers to
soclal assistance benefits,

e payment for long-term care of the frail elderly
(particularly in Germany and Austria), and

e the role of social workers in increasingly
Income maintenance-oriented assistance
schemes (especially in the Scandinavian
countries).



‘carrots' and  sticks'.

e A key concern has been how to make welfare
systems more compatible with changing labour
markets.



‘Carrots’

e reducing the withdrawal rate of benefits as
earnings rise,

e providing education, training and work
experience programmes for jobless claimants

e extending child care and other benefits to
enable claimants with caring responsibilities to
combine these with paid work.



'Sticks’

e enhanced monitoring of able-bodied claimants
e stricter tests of job-search activity,

e time limited benefits

e reductions in relative benefit levels.



Trends

Countries with a past record of Full or near-full
employment (the Nordic countries, Switzerland, Austria
and Japan): work incentives have been a relatively
minor feature of debate

The limited social assistance regimes of southern
Europe, here the debate on labour market
disincentives within assistance itself is less relevant.

The remaining Eli member states (excluding the UK
and Ireland): here a growing concern with 'new
poverty' and social exclusion in the 1980s has fuelled
experiments with 'integration' programmes.



Integration programme

e These have all targeted young unemployed
people and tied improved benefit levels to
Insertion In training and work experience
schemes.

e In the Netherlands, there has been some
tightening of work requirements for lone
parents.

e Germany has not developed special insertion
schemes, preferring to rely on its established
training mechanisms.



English-speaking world

e The extensive social assistance states of the
English-speaking world (including bi-lingual
Canada)

e [t IS In these countries that the relation
between assistance and the labour market has
assumed greater importance in policy debates.



Mixed response

e New Zealand has opted for a variety of measures
to make claiming less attractive

e Other countries in this group have adopted a
mixture of carrot and stick, including partial
Individualisation of income support for couples
(Australia);

e a substantial extension of Earned Income Tax
Credit in the USA; extra disregards within Family
Credit and a package of back-to-work provisions,
plus reduction in the insurance element of
unemployment payments under the new
Jobseeker's Allowance (the UK).
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