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● Income support & its objectives 
 
● Measuring adequacy 
 
● Universalisation vs. targeting 
 
● Implications for benefit design 





 
all measures taken by public 

authorities to provide an adequate 
income to their citizens via different 

benefit schemes 



● Prevention of poverty (first order) 
 
● Maintain income when earnings 
   when earnings potential decreases 
   due to the occurence of (social) risk 

► Reduces income inequality  
 (horizontally & vertically) 



● Traditional social risks: 
 - unemployment 
 - disability 
 - old age 
 - family & children 

 
● Minimum income support 

 - general 
 - categorical 
 - discretionary 

Social insurance 

Social assistance 



● Social insurance: 
Sustain income when earnings power (temporarily) 
decreases due to the occurrence of a (socially recognized) 

risk. 
 
● Social assistance 
Ensure a minimum standard of living for individuals and 
their dependents when they have no other means of 
financial support. Basically, a safety net for those who 
cannot work or access a decent job and are not eligible for 
social security payments or those whose entitlements to 
these have expired. 
 
 
 

► Does not exclude minimum income provisions within social insurance schemes  



Measuring adequacy 



● Theoretical 
hypothetical impact for specific categories of the 
population, usually household types with certain 

characteristics (prior earnings, housing, composition, …) 
 
● Survey based 
Most of the indicators for benefit adequacy are based on 
household income data, which generally also comprises 
other sources of income than from benefits, through own 
entitlement or through sharing of resources with other 
household members.  

► conditions and situation of benefit recipients and benefit schemes at time of survey. 

► hypothetical, thus may exclude non-hypothetisized impact, e.g. non-take-up 



Adequacy often assessed on the basis of the “at-risk-of-
of-poverty” line (AROP), a monetary measure of income 
insecurity (or poverty):  
 
Equivalent disposable income below national threshold,  
set at 60 % of the national median equivalised disposable 
income after social transfers. 
 
The equivalised disposable income is the total income of 
a household, after tax and other deductions, that is 
available for spending or saving, divided by the number of 
household members converted into equalised adults: 
•  1.0 to the first adult; 
•  0.5 to the second and each subsequent person aged >=14;  
•  0.3 to each child aged under 14. 









Adequacy often assessed on the basis of the ratio of 
an individual's income after the occurrence of a 
social risk and the individual’s income prior to the 
risk occurring. 
 
Theoretical replacement rates (TRR), based on 
hypothetical situations: an assumed hypothetical 
worker, with a given earnings and career profile and a 
corresponding affiliation to pension schemes. Gross 
and net. 
 
e.g. after tax unemployment benefit for single fully 
insured 40-year old individual who used to work APW 
wage, divided by APW wage 







Universalisation vs. targeting 



● Universal benefit coverage: 
(Nearly) all citizens have right to benefit if other eligibility  

conditions are fulfilled. 
 
● Targeting benefits to those in need 
Benefits are reserved for those in need, usually (but not 
exclusively) by making benefit eligibility conditional upon 
the satisfaction of a means-test. Other eligibility criteria 
(e.g. family composition) can be established to channel 
benefits to specific groups (e.g. lone parents). 
 
 
 



In its 2011 report on inequality “Divided We Stand”, 
the OECD calls for “well-targeted income support 
policies”, however without clearly specifying what 
form and strength this should take.  
 
In 2013 the European Commission (2013) has 
launched a ‘Social Investment Package’ also 
calling for better targeting and conditionality: 
“Support should be better targeted to those in 
need at the times they need it”. 
 
 



● Limited number of beneficiaries 
 
● Higher administrative costs 
 
● Non-take-up 
 
● Work disincentives 
 
● Legitimacy 
 
 
 



● Targeting is interpreted as social transfers being more 
beneficial for lower incomes, irrespective whether this 
comes about because of system characteristics like means 
testing (“income selectivity”) or providing benefits for 
specific categories (“categorical selectivity”). 

 
● Measured by concentration coefficient, derived on the 
one hand from the relative size of the transfer 
going to each income unit, and on the other hand from the 
ranking of each income unit, which 
determines its relative weight in the contribution to the 
concentration coefficient.  
 
 
 





● The design of the policy 
 
● Distribution of socio-demographic characteristics   
that determine eligibility and size of benefit 
 
● The position of beneficiaries in the overall 
income distribution 
 
 
 

Influenced by:  





● Looking at statistical evidence, Korpi & Palme (1998) 
claim that countries that had a greater level of income 
transfer targeting achieved less redistribution. 
 
 
 
● This is partly explained by the well-known problems of 
means-testing, and partly through political dynamics: 
welfare states that don’t include the middle-classes will 
have less political support, so the total budget for income 
transfers will be much smaller. 
 
 
 Data-source: http://www.lisproject.org (Brazil, Mexico, Guatemala, Peru, Uruguay) 



● When including a wider range of countries and 
more recent data Marx & Verbist (2013) found no 
relationship between targeting and redistribution. 
 
 













Implications for benefit design 



Targeted benefits are now much more 
designed to support work – such as the end 
of Aid for Families with Dependent Children 
(AFDC) in the US, alongside a massive 
expansion in the Earned Income Tax Credit 
(EITC).  
 
 
 
 
 
 

Also aimed at those in work and in low paid jobs 



Countries with a “dualistic social insurance”, 
aimed at various occupational categories 
with generous benefits for regular workers, 
modest benefits for peripheral workers, and 
meagre entitlements for those with no labour  
market attachment. 
 
 
 
 
 
 
 
 

No universal social safety net. 

Targeting low, overall spending low 



Targeting is still associated with lower generosity: the 
strongest redistributive impact is achieved by countries that 
combine moderate (Sweden and Finland) to strong 
targeting (Denmark) with comparatively high levels of 
spending. 
 
 
 
 
  

There is no cheap solution: 







 
 
‘Targeting within universalism’ (Skocpol, 1991) often yields the 
best outcomes: 
 
● Universal child related benefits – not those targeted at the poorest – 
provide better protection against poverty. Corak, Lietz & Sutherland 
(2005); Van Mechelen and Bradshaw (2013), Van Lancker et al. (2012), 
Figari et al. (2011) 
 
But not always:  
 
● Brady et al. (2012) conclude in favour of universalism if it comes to 
anti-poverty policies for single mothers. 
 
 
 
  



Social protection increasingly 
constrained since 2010 – EU 27 
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