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ABSTRACT

This thesis deals with the economic status of the elderly in Taiwan, with
specific reference to familial support and social security. The aims of this thesis
are threefold. First, we shall provide a broad analysis of the economic status of
the elderly in Taiwan during the period 1976-1996 using three economic
indicators (income, assets and consumer durables). Second, we shall examine
the impact of familial support (in terms of intra-household transfers and
inter-household transfers) on the elderly’s economic status. Third, we assess
the effectiveness and efficiency of four major types of social security on the
reduction of poverty rates and poverty gaps. These aims are achieved by
using the dataset from the Survey of Family Income and Expenditure in

Taiwan.

The research findings demonstrate that economic well-being of elderly
individuals is unequally distributed across different living arrangements. It
supports the view that familial transfers were still substantial up to 1996 but
were steadily decreasing over time. For some households, although social
security has proved to be very effective in reducing overall poverty, there was a
low efficiency associated with social security distribution. The study addresses
the importance of family support of the elderly, and the fairness and efficiency
of social security provision. Moreover, the research suggests that the proposed
National Pension Scheme would be an ideal tool for improving the economic

status of the elderly in the long term.
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INTRODUCTION

Family' is one of the most universal and long-standing institutions in human
history. It provides the basis for strong and long-term commitments which bind
people together at different stages of life. For the vast stretch of recorded
history, the welfare of the elderly?, whose numbers were small compared to the
present day, was the responsibility of their families. Within the family there is a
degree of trust and a level of information that alleviates problems faced by
“external” support mechanisms — for example in private insurance markets the
problems of moral hazard®, adverse selection®, and deception (Kotlikoff and
Spivak, 1981). As observed by the Gerontological Society of America, “the
reciprocity of giving and receiving that goes on over time among individuals,
and between generations, becomes a commanding principle. It is a bond of

interdependence that ties societies together” (Kingson et al., 1986: 3).

' The terms “family“ and “household” are used interchangeably in this study.

2 Throughout this study the terms “elderly” and “aged” are used synonymously; both refer to
people who are age 65 or over.

% “Moral hazard” is a situation in which insured people do not protect themselves from risks as
much as they would do if they were not insured.

4 “Adverse selection” is a problem stemming from an insurer’s inability to distinguish between
high-and low-risk individuals. The price for insurance then reflects the average risk level, which
leads low-risk individuals to opt out and drives up the price of insurance to the point where

insurance markets break down.
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Moreover, the family provides individuals with risk-sharing opportunities which
may not otherwise be available. Especially, the extended family has taken care
of insurance and redistribution, as well as saving for and investing in children,
and in land or housing for the whole family. Thus, familial support is often
viewed in juxtaposition to state support, within a general division between
informal and formal support systems (Hashimoto and Kendig, 1992). Sussman
(1985) points out that that whatever the desired social ends and material
goods may be in a particular society, families usually are central avenues for

maintaining social ties and distributing resources.

Only relatively recently, primarily during the 20" century, have governments
assumed any specific responsibility toward their older citizens by developing
programmes and laws focusing on the economic security of the older age
group. State intervention in this form has been justified in terms of “the failure
of private insurance markets to provide adequate cover for the relevant risks
as a result of adverse selection and moral hazard problems” (Atkinson and
Hills, 1989: 4). However, it is the informal support system for income security,
with no governmental and little market involvement, that is still the mainstay in
most developing countries. For example, more than half of the world's old
people are estimated to rely exclusively on informal and traditional

arrangements for income security (World Bank, 1994).

In Taiwan, the significant increase in the number of the elderly as well as the
rate of ageing in the past decades have made elderly welfare become the
focus of academics and policy makers alike. Although both Chan (1989) and

DGBAS (1994) indicate that the most important welfare priority for Taiwanese
11



elderly people has always been health care and economic security, since the
National Health Insurance (NHI) scheme was established in 1995 the elderly
have been assured of basic medical care, and the current welfare priority has
undoubtedly shifted to the issue of economic security. Moreover, Hsieh (1994)
suggests that the priority of economic security should be given more
importance since it is the basic means to guarantee a satisfactory level of

health care in Taiwan.

Although the Chinese culture has traditionally upheld the importance of familial
support for the elderly, Taiwan is rapidly changing as the society becomes
more developed economically. Modernisation, urbanisation, and the
breakdown of traditional social norms lower the prestige of the old, reduce their
control over resources, and diminish the effectiveness of the extended family
in pooling income and risk. This is generating enormous impact upon the

economic status of the elderly in Taiwan.

Motivation

This study is motivated by three factors. First, Taiwan’s economic
developments after the World War Il have been described as a miracle in that
they have provided high economic growth with relatively low income inequality.
It would be a surprise if any age group in Taiwanese society had not benefited
from this growth. It is clear, to borrow a Chinese metaphor, that “the rising tide
has lifted all boats”. However, few researchers have examined how the growth
of income levels has affected the changing economic status of the elderly over

time. Without looking at such social aspects, an understanding of the

12



Taiwanese development experience remains inadequate. The analysis of the
Taiwanese elderly’'s economic status undertaken in this thesis represents an

attempt to reduce this research gap.

Second, to meet its rapidly changing needs Taiwan has developed a social
security system over the past five decades. However, studies of social security
systems in relation to the economic status of aged people have focused largely
on developed countries, and the current theories about social security systems
are primarily based on those studies®. The experiences of the developing or
newly developed countries, which comprise the majority of the world’s nations,
have not been adequately assessed. Therefore, it is hoped that, through a
case study of Taiwan’s experiences, this research will shed some light on the

study of social security systems in newly developed countries.

Lastly, the family still remains the principal source of old age security in Taiwan,
even after the introduction of a systematic approach to old age security. It is
essential to understand the impact of family support on the economic status of
the elderly over time before an appropriate policy is decided. In addition, the
effectiveness and efficiency of social security transfers on the economic
well-being of the elderly must also be examined. Since the literature regarding
these two aspects is still meagre in Taiwan, this thesis seeks to fill these gaps
by analysing the changing economic status of the elderly in Taiwan over the

past decades in relation to familial support and social security.

® For detailed discussions, see Goodman and Peng (1996).
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Aims

In this thesis, our first aim is to examine the changing economic status of
Taiwanese elderly over the recent decades. Secondly, our analysis takes into
account Taiwan’s unique cultural heritage of strong family ties. We shall assess
the elderly’'s changing dependency on the familial support that the elderly can
receive internally (via intra-household transfers) and externally (via
inter-household transfers). Finally, the effectiveness and efficiency of the social
security system in Taiwan will be investigated. As a result, we hope this thesis
can outline a policy agenda for the forthcoming National Pension Scheme

(NPS) in the early years of the twenty-first century.

Questions

In addition to providing a cross-sectional analysis of the economic status of the

elderly over time, this thesis seeks to answer the following research questions:

® How well have the elderly fared in Taiwan’s rapidly changing society
compared with the non-elderly population over time?

® How have the changes of modernisation, urbanisation, and the
breakdown of traditional social norms affected familial support of the
elderly over time?

® What are the trade-offs of familial support for the elderly living in different
living arrangements?

® How effective and efficient has the social security system been in helping

the elderly to avoid poverty?
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Overview of the thesis

Chapter 1 introduces Taiwan’s past history, the recent trends in population
ageing and the changes in the elderly’s characteristics. Then it discusses
familial obligations with respect to the elderly’s major income sources, living
arrangement and future challenges. Chapter 2 reviews the many aspects of
social security on a worldwide basis regarding its definitions, origins,
characteristics, expansions, challenges and the developments in East Asia. It
then attempts to explore certain aspects of the Taiwanese developments
regarding their origin, ideologies, policy debates and welfare expenditure over
the period 1950-1996. Finally, four types of social security schemes (social
insurance, occupational retirement scheme, social assistance and social

allowances) are discussed in detail.

Chapter 3 is concerned with the previous studies of the economic status of the
elderly in Taiwan, and the impact of familial support and social security on the
elderly’s economic well-being. In particular, we shall identify a current research
gap in the literature on these three issues. Although some of the
methodological issues are integrated into Chapter 6 and 7, Chapter 4
specifically deals with the research questions, data and methodology.
Concerning the selection of data, it considers the choice of a suitable dataset
and its limitations. It then defines economic status (in terms of three indicators
- income, assets and consumer durables) and poverty indicators (based on

these three economic indicators) and how to measure them.

15



The findings and analysis of the main results are presented in Chapters 5 to 7.
Chapter 5 presents the first main results of the research, showing the
economic status of the elderly compared to the non-elderly over the period
1976-1996. It also compares the economic status of the elderly across three
living arrangements. We begin with a discussion of the trends in income in
relation to its levels, ratios, inequality, sources and poverty. We then examine
assets and consumer durables in a similar way over time. Finally the combined
effect on poverty of the elderly over time is evaluated in terms of income,

assets and consumer durables.

Chapter 6 analyses the effects of familial support for the elderly living with
children, as well as living separately from their children. The first section
presents some “concepts and methods” for estimating elderly persons’ own
individual income, intra-household transfers and inter-household transfers
within a household. It also introduces a concept for measuring the
effectiveness on poverty rate reduction through a traﬁsfer. In the following
sections, it presents the distribution of individual income, intra-household
transfers and inter-household transfers. We also discuss the poverty
alleviation achieved through these transfers. Finally, a tentative analysis
evaluates the overall effects of total familial support (the sum of both

intra-household and inter-household transfers) for elderly households.

Chapter 7 also presents a “concepts and methods” section to define social
security and poverty gap and to explain the method of measuring the
effectiveness and efficiency of social security transfers in closing poverty gap.

It then explores social security’s distribution, coverage, and its effectiveness
16



and efficiency for targeting the poor elderly. The combined and individual
effects of four types of social security schemes on the elderly’s economic

status are examined here.

Finally, Chapter 8 draws all the research findings together. It also discusses

the limitations of this research, recommendations for future research, and

some of the policy implications of this study.
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CHAPTER 1: THE ELDERLY AND
THE AGEING SOCIETY IN TAIWAN

Introduction

This chapter is divided into four sections. First, Section A sets out a brief
history of Taiwan over the past four hundred years. Section B analyses the
demographic transition of the ageing population in Taiwan during the period
1950-1996. The changing characteristics of the elderly population are
reviewed in Section C. Finally, Section D examines the familial obligations in
Taiwan with respect to the elderly’s income sources, living arrangement and

future challenges.
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Section A: An overview of the history of

Taiwan®

When the West met the East

Geographically, Taiwan is an island situated in South-East Asia, with an area of
13,892 square miles, slightly smaller than that of the Netherlands. Taiwan
island itself is accompanied by several islands and island groups: the
Pescadores, Orchid Island, and Green Island. The earliest inhabitants of
Taiwan left no records as to their origin, though anthropological evidence
suggests that Taiwan's indigenous peoples were of Malay or Polynesian origin,
who initially inhabited the low-lying coastal plains. Since the Sue Dynasty
(5681-618), Taiwan was recorded as part of Chinese territory and Chinese
settlement dates back as far as the 12th century A.D. But it was barely noticed

by the political regimes on the Mainland until the Ming Dynasty (1368-1644).

The modern history of Taiwan goes back about 400 years, to the point when
the first Western ship passed by the island, and Jan Huygen van Linschoten, a

Dutch navigator on a Portuguese ship, exclaimed "llha Formosa" (Beautiful

® The reference of this section is drawn primarily from the following five website sources:
1.  http://www.gio.gov.tw

2.  http://www.geocities.com/apapad

3. http://www.taiwandc.org/history.htm

4.  http://www.state.gov/r/pa/ei/bgn/2813.htm

5.  http://www.geocities.com/apapadimos/Taiwan_Colonisation.htm
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Island); under this name Taiwan was introduced to the Western world.
Portuguese interest in the island was only moderate, however, since they soon
left after establishing a settlement in the north. The next European power to
occupy Taiwan was the Dutch, when The Dutch East India Company
established a military base on the Pescadores in 1622. The next year they
were forced out by the Chinese and moved to a new base on Taiwan. The
news of the Dutch success in Taiwan so alarmed the Spaniards in the
Philippines that they hurried to send a fleet from Manila to the northern part of
Taiwan, which in 1626 was still not occupied by the Dutch. The Spaniards soon
took control of the northeastern cape of the island; however, the Dutch drove

the Spaniards from there in 1642.

Chinese vs. Japanese administration

Large-scale Chinese immigration did not begin until the 17th century during the
period of Dutch administration. While the Dutch were colonizing Taiwan, they
brought in migrant Chinese workers for the sugar plantations and rice fields.
However, these workers usually came for a few years only (without family) and
then returned to the Mainland. At the same period, China was going through a
period of strife in which the Manchu invaded and overthrew the Ming dynasty
in the north in 1644. The struggle continued for many years in the south,
affecting many people, while Japanese pirates constantly ravaged Chinese
coastal towns. Consequently, several waves of immigrants came from the
southern Chinese provinces of Fukien and Canton across the Taiwan Straits to

Taiwan.
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In 1662 Cheng Cheng-Kung (Koxinga), a loyalist of the Ming dynasty, ended
the first colonial phase and made Taiwan a base of operations to re-conquer
the Mainland for the Ming dynasty against the Manchu. This phase lasted only
a short while, and in 1683 Taiwan was conquered by the troops of the new
Ching dynasty (1644-1911) and it has since belonged, organisationally, to the
Mainland as a prefecture of the province of Fukien. In 1885, the Ching dynasty
made Taiwan its 22nd province. Despite their efforts to reinforce China's
sovereignty over Taiwan, the Ching dynasty was forced to cede the island to
Japan after losing the Sino-Japanese War in 1895. In the meantime, Dr. Sun
Yat-sen (1866-1925), the father of modern China, led the revolutionary
movement which succeeded in overthrowing the Ching dynasty and founded

the Republic of China (ROC) in 1912.

Rising as a Little Dragon

The Cairo Declaration in 1943 stipulated that Taiwan - a Japanese colony
since 1895 - should return to the ROC at the end of World War Il. When the
Communists defeated the Nationalists in the Chinese civil war of the late
1940s, for the Kuomintang (hereafter KMT), Taiwan represented the last
refuge for the Nationalist forces and their followers. The troops of the KMT
began to withdraw in early 1949 from the Mainland to Taiwan. Following the
KMT retreat, there was an influx of around two million soldiers and civilians
from the Chinese mainland. At the same time, the government-in-exile
established Taipei as the “temporary capital” for the ROC and turned the island

into a frontline of the Cold War.
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In the context of international relations, the United States showed some signs
of abandoning the KMT in the late 1940s because Americans considered it
politically weak and rather corrupt. However, the Korean War (1950-53)
triggered a change in US strategy in the Far East and it redoubled its military
and economic ties with Taiwan. The KMT obtained massive foreign aid from
the US and the government was able to enjoy a strong long-term relationship

with the US.

The ensuing decade brought a period of relative stability to the ROC. President
Chiang Kai-shek used the time to re-invigorate Taiwan's economy. Land reform
and a series of four-year plans undertaken during the 1950s and 1960s
drastically reduced the inflation of the wartime years and rapidly increased the
island's productivity. When government leaders realized the economic
bottleneck presented by the narrow base of Taiwan's domestic economy, they
quickly opted for an export promotion strategy. As a resource-poor but
labour-rich country, the ROC began with various light manufactured exports
produced by labour-intensive industries. Intensive economic development has
turned the island into one of the world's largest economies, and the rapid
industrialization, urbanization, and modernization have dramatically

transformed the lives of the island's residents’.

7 Most of the island's infrastructure had been destroyed during World War I, and per capita
GNP (Gross National Product) was below US$200. By 1995, technology-intensive products
comprised 46.7% of all exports. In 1996, Taiwan's US$274.6 billion GDP ranked as the 20th

largest in the world, and its US$12,838 per capita GNP was the 25th highest.
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Setback in diplomacy

The 1970s were a period of continued economic growth but political and
diplomatic challenge. Although the ROC economy managed to ride out global
recessions sparked by two oil embargoes, the global political environment was
changing quickly. At the end of 1970, the US signalled a sudden change in its
relationship with the ROC by stating that the "status of Taiwan remained
undecided." In 1971, Taiwan was driven out of the United Nations when many
countries (including the US) gave their formal recognition to Communist China
and began to sever diplomatic ties with the ROC. In December 1978,
President Jimmy Carter announced that the United States would shift
diplomatic recognition from the ROC to the PROC (People's Republic of
China). As the turbulent 1970s drew to a close, few international observers
would have predicted that the ROC would continue to prosper. Yet, President
Chiang Ching-kuo, the son of President Chiang Kai-shek, was able to stabilize
the situation by implementing major infrastructure projects, expanding trade

ties with other countries and modernizing the ROC's defensive arsenal.

Political reforms

The KMT dominated Taiwanese politics from 1945 to 2000. Under martial law,
the KMT effectively prohibited the formation of new political parties. Opposition
leaders were heavily punished with long-term prison sentenappces and
sometimes the death penalty. But in the light of growing international isolation,
the ruling KMT finally gave in to the pressures coming from the opposition
movement. Before his death in 1988, President Chiang Ching-kuo oversaw the
lifting of Martial Law in Taiwan and since then the island has made major
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strides in the direction of a fully democratic political system; in particular,
opposition parties were first allowed in the 1989 general election. All members
of both the National Assembly and the Legislature have been chosen by direct
popular election since 1991 and 1992, respectively. The first direct popular
presidential election in Chinese history was held in 1996. In May 2000,
fully-fledged democracy was achieved in Taiwan when Chen Shui-bian from
the former opposition Democratic Progressing Party (DPP) became the new

president of the ROC?.

Political structure

The central government of the ROC is divided into five branches. Each branch
is called a yuan. In addition to the Executive, Legislative, and Judicial Yuan,
which function like their western counterparts, the ROC's central government
has an Examination Yuan and a Control Yuan. The Examination Yuan is
responsible for the selection, employment, and management of all civil
servants. The Control Yuan is the highest supervisory organ of the state,

exercising the powers of impeachment, censure, and audit.

8 One of the prominent changes that has been brought on since the deaths of President
Chiang Kai-shek and his son is the liberty to address divisive questions concerning national
identity. This results from a clash of visions of national destiny; the Chinese nationalism
manifested by the KMT and its supporters, and the Taiwanese nationalism manifested by
those who advocate that Taiwan be an independent state. This conflict expresses the
ingrained hostilities and mistrust that exist between segments of the population. Uncertainty

about the national identity of the island is tied to deep anxieties about the future of Taiwan.
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Administration

Taiwan's two major cities, Taipei and Kaohsiung, are centrally administered
municipalities. The rest of Taiwan and the Penghu Islands are administered
together as the Province of Taiwan. There are 16 Hsiens and 5 cities in
Taiwan province in 1996. Kinmen, Matsu, and smaller nearby islands are

administered as counties of Fukien Province.

Population composition

In terms of population composition, Taiwan is a rather homogeneous society.
With the exception of some 402,000 indigenous peoples (less than 2% of the
entire population), the population of Taiwan is made up almost entirely of Han
Chinese. Early Han Chinese immigrants were of two groups. One, the Hakka,
came mostly from Canton near Hong Kong. The second, the Fukienese, came
from China's Fukien Province directly across the Taiwan Strait. These two
groups comprise about 85% of the population, with the Fukienese
outnumbering the Hakka by about three to one. The last group of immigrants
were Han Chinese from various parts of China who moved with the ROC
government to Taiwan in 1949. They are generally referred to as

"mainlanders," and comprise about 14% of the population.
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Section B: Population ageing in Taiwan

The term “population ageing” refers to the phenomenon of an increasing
proportion of old people within a population. This process is related to both
fertility and mortality rates: on one hand overall mortality declines, resulting in
longer life expectancy; on the other, declines in fertility result in a decreasing
proportion of children and young adults in the population and, consequently, an
increasing proportion of older adults. By and large, this results from the
progress in human living conditions and the advancement of medical science.
This dynamic process, usually referred to as the demographic transition, was
first observed in post-industrial revolution European societies in the early part
of the 20™ century. Today it is a global trend, both for developed and
developing countries, and is a significant challenge demanding societal

responses on many fronts (World Bank, 1994).

Over the past few decades, Taiwan has experienced dramatic demographic
changes including shifts in both mortality and fertility levels. Concerning
mortality, life expectancy at birth for both sexes has increased significantly over
time, for males by 19 years, from 53 in 1952 to 72 in 1995; and for females, by
21 years from 57 to 78 over the same period (DOH, 1995). Regarding the total
fertility rate (i.e. the expected number of children born to a woman in her
lifetime), while Taiwanese married women gave birth to an average of 7
children in 1951, this had decreased to 5.6 children in 1961 and further

dropped to 3.7 children in 1971 (CEPD, 1996). Since 1984, this rate has been
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below replacement levels (less than 2), reaching 1.8 children in 1996°.

The dynamics of these changes have already resulted in a significant ageing
of the population, as is indicated by an increase in the proportion of the elderly
from only 2.5% in 1951 — very low by international standards —to 7.1% in 1993
(CEPD, 1996). According to the definition established by the United Nations,
this change has transformed Taiwan from a “young population” into an “aged

population”®

. At the same time, the numbers of Taiwanese elderly grew from
193,000 in 1951 to 1,486,000 in 1993, an increase of more than seven times
while the increase for the whole population was less than three times (7.9
million to 20.9 million) over the same period (CEPD, 1996). The proportion of

elderly is projected to rise further, to over 21% (or 5.6 million people) by 2036.

Figure 1.1 shows that the aggregate increase of the elderly in the population
was less than 1% per decade before 1976, increasing to about 2% during the
following two decades (1976-1996). The rate of increase is expected to remain
similar at 2% for the next two decades (1996-2016). However, it is expected to
peak at about 6% during 2016-26, and then 4.3% during 2026-36. Thus the
ageing process in Taiwan is rather fast; in particular, the ageing pressure will

occur in the 2010s and 2020s.

® The advocacy of the “Family Planning Practice” has accelerated the decline of fertility rates.
This programme is based on a “two-child policy” which encourages newly married couples to
give birth to only two children.

% Apopulation in a society with more than 7% of citizens aged 65 or over is defined as “aged”,

4-7% as “mature”, and less than 4% as “young” (CEPD, 1996).
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Figure 1.1: Aggregate increase of the elderly in the population each

decade (%)

1956.  1966. 1976. 1986. 1996. 2006. 2016. 2026.
1966 1976 1986 1996 2006 2016 2026 2036

Decade

Source: Author’s calculations based on Table 2-1, CEPD (1996)

Dependency ratios

The ageing trend leads to major concerns for policy makers: not least a relative
decrease in the number of people of working age able to support greater
numbers of elderly dependants. The economically inactive elderly can be a
very costly segment of the population to support. “Dependency ratios” are
often used as an indicator of economic potential; these are often
disaggregated to calculate how dependency is distributed between
non-working children (i.e. those aged 15 or under) and elderly people. The

dependency ratio for Taiwanese elderly was less than 6% between 1951 and
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1976 (CEPD, 1996) - that is, there were more than 16 working persons
supporting one elderly person over this period. However, this ratio has
decreased to about 8 working persons in 1996, and it is expected to further

drop to about 3 working persons in 2036 (CEPD, 1996).

International comparison

For comparison, Table 1.1 presents the rate of ageing process in ten industrial

countries.

Table 1.1: The rate of ageing process in ten industrial countries

Country Year of reaching certain Number of years for 10%
proportion of elderly population to 20% increase
10% 20%
1. France 1935 2025 90
2. Belgium 1945 2025 80
3.  Sweden 1950 2020 70
4. Former W. Germany 1955 2025 70
5. Denmark 1960 2020 60
6.  Switzerland 1960 2020 60
7. Italy 1970 2020 50
8. Greece 1970 2015 45
9. Japan 1985 2010 25
10. Taiwan 2010 2031 21

Source: Table 3, MOI (1995)
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Though population ageing takes place at different speeds in different nations, it
is truly a world issue (World Bank, 1994). In Taiwan, the relatively fast ageing
process is evident when we compare the time required to double the
proportion of the elderly population from 10% to 20% in various industrial
countries. Although France began to pass the 10% threshold as early as 1935,
it will take 90 years for the percentage of the population to rise from 10% to
20%. In Belgium, this process took 80 years, and in Denmark and Switzerland,
60. For Taiwan this doubling is projected to take only 21 years. Although the
problem of an ageing population has come to Taiwan later than it did to most

Western nations, it is taking place in a much shorter period of time.

Section summary

® Over the past few decades, Taiwan has experienced dramatic
demographic changes including shifts in both mortality and fertility levels.

® The proportion of the elderly has increased from only 2.5% in 1951 to
7.1% in 1993. This proportion is projected to rise further, to over 21% (or
5.6 million people) by 2036.

® The ageing process in Taiwan is rather fast; in particular, the ageing
pressure will occur in the 2010s and 2020s.

® There were about 16 and 8 working persons supporting one elderly
person in 1976 and 1996 respectively. However, the ratio is expected to
further drop to about 3 working persons in 2036.

® Although an ageing population has come to Taiwan later than it did to

most Western nations, it is taking place in a much shorter period of time.
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Section C: Characteristics of the elderly

Another aspect of understanding the impact of the ageing process is to study
the characteristics of the elderly over time. As can be expected, the significant
economic and industrial developments in Taiwan have changed the profile of
the elderly significantly. Owing to the limited data available, only a few

characteristics will be reviewed here.

Older elderly

The elderly population can be broadly divided into two: “young elderly” (aged
65-69) and “older elderly” (aged 70+). During the process of ageing, the
number of older elderly has increased greatly. According to The Taiwan-Fukien
Demographic Fact Book, the proportion of young elderly (relative to the total
population) started to decline slowly from 1952, but in 1959 the decrease
stopped, then the trend moved upward (MOI, 1990). The proportion of older
elderly people has steadily increased since 1950. Owing to the different growth
rates of young and older elderly people, the proportion of young to older elderly
has changed. In the early 1950s, there were fewer older elderly than young
elderly (1.18% vs. 1.32%). Since 1954, the proportion of older elderly has
exceeded that of young elderly and the difference is increasing, reaching
3.53% and 2.67% respectively in 1990 (MOI, 1990). Over the period
1950-1990, the proportion of young elderly doubled while that of the older

elderly trebled.

The data seem to suggest that population ageing really appeared after 1960.
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Before 1960, the decline of young elderly meant that the elderly advanced with
years, but no large number of adults had become elderly yet. Only after 1960,
there were a large number of adults starting to become elderly. The rapid
increase of life expectancy in the post-war period is an important factor for the

ageing process.

Sex composition

Another major characteristic of an ageing population is the relative imbalance
of males and females, measured by the sex ratio (males per 100 females). In
most countries females outlive males. Although differential mortality by sex
favours females at all ages (particularly among the elderly aged 75 or over),
this is not the case for Taiwan due to the influx of 600,000 predominantly
young soldiers from Mainland China in 1949 (Yang, 1999). Concerning the sex
ratio among the elderly, Wu and Chang (1997) report that it was about 53
between 1905 and 1930. In 1950, the sex ratio had increased to 67.2 and grew
to a peak of 120.7 in 1994. Thus, there has been a changing imbalance of
males and females among the elderly population over time. However, this
imbalance situation will not last for long. The sex ratio is expected to decrease

to 91.4 in 2010 and slightly reduce to 85.1 in 2036 (Wu and Chang, 1997).

Education

The elderly in Taiwan today were growing up before World War IlI, and
therefore a great majority of them are either illiterate or received few years of
formal education. Despite continuing low educational attainment among
Taiwanese elderly, it has been improving gradually. For example, only 22% of

32



the elderly had had formal schooling in 1975, but this had increased to 50% in
1990 (MOI, 1990). In terms of gender differences, less than one-third of elderly
men were illiterate in 1990, while it was two-thirds for elderly women. Moreover,
42% of elderly men and 23% of elderly women had elementary education;
28% of men and 9% of women had secondary education or higher in 1990
(MOI, 1990). In 1994, the illiteracy rate among those aged 25-64 was only
about 4%, while it was 34% for the elderly (Wu and Chang, 1997). The data
suggest that the “coming elderly population” will continue to grow more

educated over the next few decades.

Marital status

Table 1.2 shows that in 1990 among the population aged 50 and over, 6.3%
were single, 74.7% married, 2.3% divorced and 16.7% widowed. It may appear
that most of the elderly in Taiwan are married since only a quarter of them have
other marital status. As women in most societies tended to live longer and to
marry men older than themselves, they are much more likely to be living alone
without a spouse in old age. However in the 1990 data there were high
proportions of single amongst elderly men. This is partly due to the arrival of
the KMT veterans'' in 1949. In contrast to 1975, in the population aged 50 and
over in 1990, the percentage of married and divorced had increased, while

single and widowed had decreased.

" In 1996, there were still about 400,000 veterans of age 65 or over and 21% of them have

remained unmarried (Yang, 1999).
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Table 1.2: Marital status of the population aged 50 and over (%)

Occupational 1975 1990

Men Women All Men Women All
Single 13.8 3.0 9.0 9.1 3.0 6.3
Married 75.4 63.8 70.2 79.3 69.5 747
Divorced 1.9 1.4 1.6 2.7 1.8 23
Widowed 8.9 31.8 19.2 8.9 257 16.7
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Adapted from Table 6, Hsieh (1993).

Employment

According to Hsieh (1993), the number of elderly continuing to work without
retirement has increased from 26% in 1975 to 31% in 1990. Hsieh (1993) also
points out that the employment of the elderly varies with sex. In 1990, the
proportion of the male elderly population with employment was 40% and 16%
for the female. Among the employed elderly, although there was a drop in
agricultural-related jobs from 63.9% in 1976 to 58% in 1996, this figure is still
very high (Table 1.3). The percentage of the female elderly in
agricultural-related work remained unchanged at around 72% over the same
period; however, for the male elderly it dropped from 62% to 54%. This change
is reflected in the increase of unskilled work for the male elderly (5.5% in 1976
to 14.3% in 1996), rather than more higher paid jobs (e.g. as a business owner
or professional). For the female employed elderly, they also had an increase in

unskilled work from 3.4% in 1976 to 10.1% in 1996.
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The rapid change from an agricultural-based economy to a newly

industrialised society has made it difficult for the elderly to maintain earnings.

However, the steady improvements in education and health services might

increase their status in the job market in future.

Table 1.3: Types of occupation of the employed elderly (%)

Occupation 1976 1996

Men Women All Men Women All
Agricultural-related 62.3 72.8 63.9 53.8 721 58.0
Non- agricultural-related
Employer 2.8 0.0 22 3.3 0.0 27
Business owner 15.8 13.6 15.6 14.3 7.6 12.7
Professional/ manager 6.1 3.4 59 4.8 1.3 40
Service-provider/ sales person 7.5 6.8 7.0 9.5 8.9 9.3
Unskilled 5.5 34 54 14.3 10.1 13.3
Sub-total 37.7 27.2 36.1 46.2 27.9 42.0
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Author’s calculations based on the SFIE.

Note: Agricultural-related work includes jobs as employers, employees, or farmers in the

agricultural sector
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Section summary

® Population ageing in Taiwan really appeared after 1960. Over the period
1950-1990, the proportion of young elderly doubled while that of the older
elderly trebled.

® There has been a changing imbalance of males and females among the
elderly population over time. However, this imbalance situation will soon
even out.

® The coming elderly population will continue to grow more educated over
the next few decades.

® In contrast to 1975, in the population aged 50 and over in 1990, the
percentage of single and widowed had decreased.

® About one-third of the elderly were employed in a job, with more elderly
men employed than elderly women. The rapid change from an
agricultural-based economy to a newly industrialised society has made it

difficult for the elderly to maintain earnings.
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Section D: Families - obligations and future

challenges

Familial obligations

Of all the values that shape Chinese people’s concept of obligation, none is
more important than the precept of ciao (filial piety). Ciao is a term that
emphasises duty rather than satisfaction; it is connected usually with the
protection, care, and financial support of the elderly. The elderly normally live
with their children with the expectation that the children will look after them and
give them financial support'? in later life. It is not uncommon that Chinese
parents often view children as assets. As a Chinese proverb puts it: “men rear
sons to provide for old age; they store up grain to provide for years of famine’*3.
Yang (1957) suggests that raising children in Chinese society, sons especially,
can be regarded as a form of “social investment” or “group insurance”

principle.

Even in a strict business sense, a son or daughter should be filial since they
are indebted to their parents’ expenditure on their upbringing. Moreover, there

is substantial reciprocity between generations — the flow of assistance is not

'2 Of course, health and kinship are also salient considerations when the elderly choose to
co-reside with children in later life (Mutchler and Burr, 1991).

' From a comparison of a number of empirical studies, Cigno (1992) also suggests that
self-interested concern for one’s old age, rather than any altruism for children, is or has been

so far the dominant force driving the raising of families worldwide.
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only one-way. Parents, in turn, will pass on a higher share of their inheritance
to co-resident children as a reward for the children’s duties'. In addition, the
elderly (especially healthy and non-working women) give as much or even
more help to their adult children as they receive. For example, they are
invaluable in tasks such as childcare, cooking, and housekeeping, and

providing guidance in family decisions'®.

Moreover, support for the elderly is not only an obligation required of children
but it is also a legal responsibility. According to the ROC’s Criminal Law, there
is an obligation of mutual support between parents and children, especially
sons. Article 295 — Offenses of Abandonment - prescribes that children are
subject up to twelve years’ prison in the case of abandoning or neglecting the
due support of their parents. In the revisions to laws on social welfare benefits
for the elderly, published in June 1997, it is stated that the care of the elderly is
the duty of the family. This new law provides for the punishment of those who
do not fulfil their duty with "fines of not less than NT$30,000 (US$1,000) and
not more than NT$150,000 (US$5,000) and the publication of the offender’s

name."

" Lo (1988) suggests that elderly parents’ future decisions about transferring their assets to
children are positively correlated with children’s actions in supporting their parents.

* Based on the Survey of Health and Living Status of the Middle Aged and Elderly, Chang
(1999) reports that 27% of the elderly helped in family business, childcare, cooking, and

housekeeping.
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Major income sources

Table 1.4 shows the percentages of elderly classified by major income sources
from 1986 to 1996. For almost two-thirds (65.8%) of the Taiwanese elderly, the
transfer from children was the major source of income in 1986, but this
proportion dropped significantly to less than half (48.3%) of the elderly
population in 1996. By contrast, the proportion of the elderly dependent on
social security retirement income (a lump sum or pension) increased from
14.6% in 1989 to 21.9% in 1996. Similarly, the proportion of the elderly with
major income from social assistance or social allowance jumped from 1.2% in
1986 to 6.4% in 1996. In addition, one in six elderly persons mainly depended
on property income (i.e. savings and selling assets) in 1996. Although more
than half of the elderly depended on filial responsibility before 1996, financial
obligations between adult generations no longer figure so prominently in
intergenerational relations, in part because social security programmes have

become more important.

Moreover, Wang and Wang (1999) found that the percentage of elderly men
depending on children was about one-third (39.3%) while it was two-thirds
(68.4%) for elderly women. Tu et al (1993) and Lin (1993) point out that elderly
women tend to have higher “affectionate” income sources from children. On
the other hand, Lee and Wang (1998) found that elderly men had higher
“institutional” income sources (i.e. retirement income) than elderly women. For
single non-married elderly, they would be more likely to rely upon their
personal savings, social security transfers and relatives (in particular siblings)

(Tu et al, 1993).
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Table 1.4: The elderly classified by major income source (%)

Year Major income source

Transfers Other Property Earnings Retirement Social Others Total
from relatives income income assistance

Children or friends

1986 65.8 2.0 L 208 <« 1.2 1.2 100.0
1987 64.0 1.4 L5 319 <« 1.7 1.0 100.0
1988 61.8 1.3 L p 349 <« 1.1 1.0 100.0
1989 58.4 0.9 161 82 14.6 1.2 06  100.0
1991 52.4 1.1 174 8.1 18.8 1.6 0.7  100.0
1993 52.3 0.9 192 66 19.0 1.6 0.5 100.0
1996 483 0.4 152 73 21.9 6.4 05 100.0
Change

(1986-96)  -17.5 16 09 09 +7.3 +52 0.7

Source: Adapted from Table 21, (MOI, 1997)

Note:

1. “Transfers from children” include income from own children, and in-laws.

2. “Property income” is the income derived from savings (inc. spouse’s), rents, interest
payments, dividends from stocks, etc.

3. “Retirement income” refers to individuals’ and couples’ retirement lump sum or pension. It
also includes the spouse’s earnings.

4. “Social assistance” also includes transfer from social allowances.
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Living arrangements

A major characteristic of Taiwan’s family structure is the high proportion of the
elderly who live with their children or other relatives, indicating the important
role of the traditional extended family in securing a comfortable life for the
elderly. As World Bank (1994) points out, the informal support system has
worked because the extended family can pool the work opportunities, income,
and risk of all its members. These risk-sharing arrangements provide powerful
incentives for family formation and may be preferred to public market annuities.
Nevertheless, the proportion of the Taiwanese elderly who live with their
children declined significantly from about 84% in 1976 to 64% in 1996 (Lo,
1987b; MOI, 1997). At the same time, the percentage of the elderly living alone
or with a spouse has grown, rising from about 9% to 33% over the same

period’® (Lo, 1987b; MOI, 1997).

According to Burch and Matthews (1987), some people regard separate living
as a “superior good” in developed societies, which is desirable because of the
associated privacy and independence. The literature typically has discussed
this living arrangement in terms of chances for living alone: only those who can
afford it will “purchase privacy” by living in a single-person household
(Beresford and Rivlin, 1966). Improvements in the social security and welfare
systems in Taiwan are likely to contribute to the capacity of the elderly living

separately from children. However, the ageing of the elderly population and the

'® There were also some elderly living in institutional accommodation or with other relatives

(e.g. siblings).
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related deterioration in the health of the very old that often occurs with greater
longevity, are likely to exert pressure in the direction of limiting the increase in
living alone. As Chang (1997) points out, the proportion of elderly living alone
was at the same level of about 8% between 1989 and 1995, with significant

expansion in the number of elderly living with a spouse.

Moreover, the Taiwanese elderly in recent years have demonstrated a new
kind of preference for a “modified extended family”, a structure that involves
living apart from but geographically proximate (normally living next door) to
their children. It is estimated that 5% of the elderly were living in this
arrangement in 1993 (DGBAS, 1994). Instead of the traditional type of
extended family in which household members’ incomes are pooled, the elderly
live economically independent from their children while sharing the household,
or they live alone in the same neighbourhood as their children. We can
anticipate more such change in the living arrangements of elderly parents in

the future due to the improvements in the social security.

Future challenges

In order to determine the trend of future familial support in Taiwan, we shall first
focus on the future elderly’s expectation of major economic support in old age.
The study of attitudes, values and beliefs can be a valuable adjunct to other
analysis and may produce insights not otherwise available. Thus, changes in
attitudes over time may serve as leading indicators of future behavioural

changes.

42



Views on major economic support from families

Due to widespread social changes of the last five decades, older generations
in Taiwan possess a different array of attitudes and values than the young. In
1970, about three-quarters of women looked to their children as their primary
support in old age; by 1973, this was reduced to a half (Coombs and Sun,
1981). In 1985, this proportion for women'” had further dropped to less than
one-fifth (Chang, 1991). Chang (1999) suggests that people aged 50 or over
have noticed that dependency on children alone may not be realistic and have
started to prepare their own savings and/or pensions. For example, although
the majority (84.7%) of people surveyed by Chang (1991) agreed with the
question “their children should provide some of their living costs when they get
old”; in reality only 60.5% of them (in particular, women) have received money

from either children or relatives in the past year.

Moreover, three-quarters of people aged 50 or over agreed that they should
retain some savings in order to gain some respect from their children (Chang,
1999). In addition, two-thirds of this age group expressed a feeling that they
should preserve some economic independence'® from children (Chang, 1999).

This suggests that families may gradually lose their function in supporting the

7 As might be anticipated, the expected source of support is highly dependent on the
women’s educational attainments. For example, in 1985, the percentage expecting to be
supported primarily by sons in old age for women with no formal education was 44%, against
zero for those with college or higher education attainment (Chang, 1991).

®Ina survey by Chen (1994), the elderly who were economically independent expressed

greater satisfaction with their lifestyle than those who relied on their children.
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elderly since there is a trend toward elderly who have become more willing to

rely on themselves or their spouses.

Views on living in extended families

Views on this aspect of traditional familial relationships have also undergone
similar change. The proportion of women expecting to live with their sons when
they are old dropped from 94% to 54% between 1965 and 1973 (Coombs and
Sun, 1981). Chang (1987) indicated that there was a rapid increase in the
proportion of married women aged 20-39 with “no expectation” of living with
their sons in old age: from 15% to 32% between 1980 and 1985. While this is
still not a sizeable group by Western standards, it represents a departure in
attitudes from earlier years and from these women’s own experience in living
with parents. Moreover, there is an “expectation gap” regarding co-residence
between the current elderly population and their children. For example, the
expectations of the current elderly population indicate that 73% of the elderly
regard living with children as an ideal living arrangement in Taiwan, but only
43% of their adult children expressed a willingness to live with their aged
parents (DGBAS, 1990). Thus, the future elderly generation has shown a lower

wiIIingness1g to live with their children.

'® However, it should be noted that this preference is not a choice that the elderly are always
able to realise. Clearly, income is a factor of considerable importance in determining the living
arrangements of the elderly. Just as low income may propel the elderly into a joint living
arrangement, higher income gives them much greater choice. Wang (1995) even suggests
that co-residence between the elderly and their children in Taiwan is an inevitable result of the

lack of financial resources of such elderly parents.
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Children availability

A basic demographic condition for the elderly to co-reside with children is
whether they have their own living children and how many living children they
have. If they have a smaller number of living children, they are less likely to live
with their married children. The traditional forms of care, available to
Taiwanese older generations until recently, have been under threat due to the
sharp declines in fertility rates (as shown in Section B). As Wang and Liu (1997)
point out, one-fifth of the elderly in Taiwan will have to live alone in future
because of having no sons to depend upon. Although the current young
generation might adhere to traditional values and think that carrying out filial
obligations is appropriate behaviour, in reality the continuing decrease in
fertility will make it difficult for future young generations to support their aged
parents2°. As Lin (1987) points out, the young generation in 2035 are likely to
experience three-times’ the financial burden compared with the present young

generation.

% | o0 (1987a) argues that the rapid economic development greatly increases the earnings of
younger workers and makes children more capable of providing for the aged parents.
Moreover, it is possible that there are advantages in having fewer children because parents
can accumulate more personal savings for their old age, and improve the quality of their
children’s education to improve their future earnings. However, these arguments are highly
theoretical, and depend on a continued economic growth and high saving rates.vln fact, the

current trend in Taiwan seems to be opposite to Lo’s scenario.
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Section summary

® Familial support for the elderly has traditionally been expected in Taiwan,
based on the traditional precept of ciao, financial obligation or legal
requirement.

® Although more than half of the elderly depended on filial responsibility
before 1996, financial obligations between adult generations no longer
figure so prominently in intergenerational relations.

® More elderly women depend on children while elderly men tend to depend
on institutional income sources.

® The proportion of the Taiwanese elderly who live with their children has
declined significantly from 84% in 1976 to 64% in 1996. And this trend is
likely to continue in the future.

® There is a trend toward elderly who have become more willing to rely on
themselves or their spouses.

® The future elderly generation has shown a lower willingness to live with
their children.

® The continuing decrease in fertility will make it difficult for future young

generations to support their aged parents

Conclusion

Over the past few decades, Taiwan has experienced dramatic demographic
changes including shifts in both mortality and fertility levels. As a result, Taiwan
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is now facing the transition of rapidly ageing population as most industrialised
countries do. Although family used to provide a principal source of old age
security at early stages of economic development, economic responsibility
began to shift from the family to the more public spheres of the workplace and
the state after the 1980s. At the same time, the Taiwanese government has a
very short period to take measures to deal with population ageing compared

with the Western nations.

Although the pattern of the extended family still prevailed in the relatively
recent and rapid modernisation period in Taiwan, attitudes (towards the
continuation of this pattern) and the availability of children suggest that in the
next generation the extent of such living arrangements will diminish. In
consequence, this trend will lead to a general weakening of filial bonds and, in
particular, a weakening of familial economic supports in future. How far these
changes in co-residence of the elderly result in a weakening of familial
economic support is a question we shall examine in Chapter 3. Up to now,

there has been little direct evidence on this relating to Taiwan.
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CHAPTER 2: SOCIAL SECURITY IN
TAIWAN

Introduction

This chapter is divided into four sections. Section A sets out the development
of social security internationally, including its definitions, origins, characteristics,
expansions, challenges and its development in East Asia. Section B discusses
the development of social security in Taiwan concerning four major types of
schemes for the elderly: social insurance, occupational retirement schemes,
social assistance and social allowances. Certain aspects of this development
regarding the origin, ideologies, and policy debates over the period 1950-1996
are also discussed. Social welfare expenditures in Taiwan over the period
1950-1996 are examined in Section C. Finally, Section D examines the current
social security system regarding qualifications, benefits, coverage, and

assesses its effect for the elderly.
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Section A: International developments in

social security

Definitions

According to the International Labour Organisation (ILO, 1942: 83), “social
security” means “the security that the society furnishes through appropriate
organisation against certain risks to which its members are exposed”. This
term was first officially used in the title of the Social Security Act of 1935 in the
United States, to refer specifically to income security programmes (ILO,
1984a). It appeared again in an Act passed in New Zealand in 1938 which
brought together a number of existing and new social security benefits. It was
used in 1941 in the wartime document known as the Atlantic Charter. The ILO
was quick to adopt the term, impressed by its value as a simple and
eye-catching expression of one of the deepest aspirations of people all over

the world.

Today, social security programmes in one form or another exist in almost all
countries though the meaning varies from one national context to another.
“While many (countries) stress the role of social security in maintaining income
during periods of financial need, others broaden its meaning to include the

provision of medical care, housing, employment™' (Midgley, 1984: 79). As

% For example, the provision of medical care is regarded as an integral part of social security
in continental Europe and in Latin America; however, this is generally excluded in

English-speaking countries (Midgley, 1984).
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Midgley (1984) puts it, there is no universally accepted definition of the term
social security. Following Midgley’s (1984) classification, we shall mainly
consider social security covering four major types of statutory provisions,
namely social assistance, social insurance, employer liability schemes (or
occupational retirement schemes) and social allowances. Social security is
primarily concerned with income support, and it is with reference to income

programmes that the term is generally used in this thesis.

Origins and characteristics

The origins and characteristics of these four types of social security schemes

can be described as follows:

(1) Social assistance

Social assistance, which is the oldest form of social security, is often traced
back to the “Poor Laws” that were enacted in Britain in the early 1600s. It is a
means-tested approach whereby benefits are provided to residents or citizens
in prescribed categories of need, as determined by a set of criteria. This
scheme is usually seen as a means of combating income poverty and meeting
emergencies (Atkinson and Hills, 1989). Social assistance also aims to satisfy
a commitment to efficiency of targeting the truly poor and keeping expenditure
to a minimum (Hill, 1996). Although these provisions can meet the needs of all
people, their weakness is that they are likely to “confuse, deter and stigmatize

those who need help” (Hill, 2002: 129).
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(2) Social insurance

Most of the European countries with capitalist free-market system have a long
tradition in the field of social insurance, established under the influence of the
great industrial development of the second half of the 19" century.
Industrialisation promoted the formation of a huge class of wage-earner
workers with special needs to be protected against the risk of sickness, work
injuries and the loss of working capacity as a consequence of ageing or
invalidity. According to the International Social Security Association (ISSA,
1987), the first statutory old age pension scheme? was established in
Germany by legislation in 1889, followed by France in 1910 and ltaly in 1919.
Later this system spread swiftly through other European and other industrial
nations. Although the primary aim of social insurance has been the protection
of the standard of living of an employed person, it can also be seen as a
means of combating income poverty?. In addition, it is possible that there is a
“markedly lower cost of administration in most forms of state Insurance”
(Beveridge, 1942: 286). However, social insurance has its own problem with

exclusion, both in contingencies and in coverage.

22 Before the first compulsory social insurance in the latter half of the 19" century, mutual
professional associations had existed in many European countries. For example, the fund for
retired mariners in France founded in the 17" century, and the “seamen’s fund” and the
“mining unions” in Germany, which were transformed into an autonomous compulsory
insurance scheme for miners in the middle of the 19™ century (ISSA, 1987).

® For Beveridge (1942), the key to the abolition of want in post-war Britain lay in the

expansion of social insurance to replace the inadequate assistance schemes.
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(3) Occupational retirement schemes

One of the first occupational pension plans was set up in the United States in
1776, providing half-pay for life for soldiers disabled during the Independence
War with England (World Bank, 1994). Old age benefits for those in military
service were added in 1780. By the early 19" century, civilian public
employees in the United States, the United Kingdom, and other countries were
receiving pensions from their government employers (World Bank, 1994).
Nowadays, occupational retirement schemes (usually pensions) constitute an
employment-based approach whereby employers are required by law to
provide designated benefits to their employees, either directly or under an
approved insurance policy. Moreover, these payments are also made by

employers to retiring employees to reward them for long and faithful service.

Although non-statutory in nature, these private schemes serve the function,
not only as a tool of personnel management for business consideration, but
also as part of social policy being private sector substitutes for, and
supplements to public pension schemes (Holzmann, 1991). Because the
government must be the ultimate guarantor of the occupational retirement
scheme, and increasing government intervention on employers in terms of
regulation and favourable tax treatment has become commonplace (ILO,
1984b). Thus the distinction between public pension and private pension
schemes becomes blurred (ISSA, 1984). Stevens (1986) further argues that
employer-sponsored benefit programmes are successful alternatives to public
sector programmes and they effectively set what can become de facto social

policy.
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(4) Social allowances

Social allowances aim to avoid all the weaknesses of both social insurance
and social assistance. They provide flat-rate cash benefits to defined
population groups from general government revenues without imposing an
income test. These schemes are the least common form of social security.
They were introduced in many European countries during the middle decades
of the 20™ century to provide benefits to families with children. The aim of the
social allowance is redistribution between specific groups, separate from
poverty alleviation (Atkinson and Hills, 1989). According to a widely known
American government publication, Social Security Programs throughout the
World, social allowances normally include old age benefits for persons over a
certain age; benefits for disabled workers, widows, widowers, and orphans;
and family allowance (USSSA, 1998: vi-vii). However, the weakness of social
allowances is that benefit levels cannot be guaranteed to meet social needs if

the pre-condition of a generally affluent economy is not met.

Worldwide expansion

A well-structured social security system not only can provide financial
assistance for an individual “from cradle to grave”, but also can maintain the
proper functioning of families. In addition it can promote workers’ conditions
and stabilise social and industrial relations. Access to social security has

t24

become a fundamental human right“* proclaimed in the 1948 Universal

2 This “right” for social security, is, however, determined by each individual country’s tradition,

history, level of economic development and political system.
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Declaration of Human rights adopted by the United Nations General Assembly
and in numerous national constitutions (Dixon, 1999). Because of this status, a
social security system has become part of the goals and ideology of most
countries. Social security is central to governments’ welfare efforts and the
establishment and expansion of social security has become the symbol of a

modern country.

The expansion of social security schemes has been summarised in Social
Security Programs throughout the World®, reproduced in Table 2.1. While less
than 60 countries had introduced social security programmes by 1949, this
number increased to 120 by 1967, and 172 countries in 1997. The most
prevalent programme is the old age, disability and survivors programme,
followed closely by the work injury programme. It would appear that the
“sickness and maternity” programme is not widespread, but this is somewhat
deceptive since for some countries these benefits fall under labour and
employment programmes. Unemployment is the least common benefit
provided today; only about one-third of the surveyed nations have adopted this
benefit. As a general mechanism for meeting human needs, however, social

security today has undoubtedly achieved universal acceptance (Dixon, 1999).

% |t should be noted that Social Security Programs throughout the World ignores both social

assistance and occupational retirement schemes as a form of social security.
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Table 2.1: Number of countries adopting social security programmes

Type of Programme 1940 1949 1958 1967 1977 1987 1997

Social insurance

Old-age, disability and survivors 33 44 58 92 114 130 166

Sickness and maternity 24 36 59 65 72 84 111
Work injury 57 57 77 117 129 136 164
Unemployment 21 22 26 34 38 40 68

Social allowance
Family allowance 7 27 38 62 65 63 86

All programmes 57 58 80 120 129 141 172

Source: Adapted from Table 1,USSSA (1998).

Fiscal crisis in the Welfare State

During the late 1950s and 1960s, most industrialised countries developed
generous public or statutory pension schemes and provided about 40% to 50%
replacement of previous earnings for an average worker, at a time when the
economy grew fast and the population structure was much younger than now.
An additional 20% of replacement of earnings was also expected from
occupational pension schemes. Thus, a 60% to 70% replacement rate from
combined public-private provision was regarded as a suitable target for income
maintenance for the elderly (Horlick, 1987). This trend has turned, however,
since the mid-1970s when social security systems began to mature,
economies experienced periods of stagnation and the number of elderly

increased rapidly.
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The World Bank’s influential book (1994) Averting the Old Age Crisis suggests
that ageing populations and productivity stagnation in developed countries
means that these countries can no longer afford the programmes of old age
security implemented in the past. Criticism of social security’s side effects on
the economy and its inequalities, plus fears for its long-term viability, has
replaced the previous eager enthusiasm. While contributors are protesting
against increases in payroll taxes, the insured wonder whether they will have a
sufficient income when they retire. The difficulties in funding income support
for an increasing older population have been at the heart of the “fiscal crisis of
the Welfare State” in times of economic stringency and expanding
expectations. In recent years, most countries have been forced to cut the
benefit level in their public pension scheme while relying more on support from

the private sector (OECD, 1988).

In Latin America, political patronage, wastage and corruption have
exacerbated matters (Mesa-Lago, 1978). Moreover, social insurance may
amplify the inequalities of many developing countries by transferring resources
from lower-income to higher-income groups (Midgley, 1984). Thus, some
policy-makers in developing countries have had negative and stereotypical
views about the dilemma which the developed nations have faced since the
mid-1970s. Nevertheless, the maintenance of social security remains an
important goal of developed and developing countries today; East Asian
countries are no exception to this. There has been, at least in principle,
widespread acceptance of the role of East Asian governments in transferring

income over the life cycle and providing social services.
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Social welfare in East Asia

The gloomy picture of the Western welfare states may present a discouraging
prospect to the developing countries that are now attempting to establish
Western-type welfare systems. However, Jones (1993) argues that this may
not be such a disappointing episode for “fiscal crisis” among the East Asian
countries® since there have never been widespread calls for a Western model
of social rights. Jones (1990; 1993) contends that the common pattern of social
welfare system found among these countries as "Confucian} welfare states”

with the following characteristics:

“Conservative corporatism without (Western-style) worker participation;
subsidiarity without the Church; solidarity without equality; laissez-faire without
libertarianism: an alternative expression for all this might be “household
economy” welfare states — run in the style of a would-be traditional, Confucian,

extended family.” (1993: 214)

In other words, the family in East Asian countries tends to play a more
important role in social welfare provision than in Western countries in two ways:
by providing income security for individuals in the household, and the

individuals providing a large range of services to each other (Jacobs, 1998).

Midgley (1986) points out that these East Asian countries’ political elites have

% Here the East Asian countries refer to Japan and the four “Little Tigers”, namely South

Korea, Taiwan, Hong Kong, and Singapore (Jones, 1993).
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been reluctant to expand social welfare programmes. Indeed, economic
success is by some seen to lie in the lower emphasis on social welfare
programmes. This is because the concept of the welfare state in these
countries has been considered to discourage foreign investment, work
incentives and profit making (Jacobs, 1998). The state in the East Asian
countries has been, to varying degrees, a regulator for enforcing welfare
programmes rather than providing direct finance (White and Goodman, 1998).
The government acts like a householder watching, instructing, reproving,

protecting, encouraging, and rewarding his family (the ordinary people).

Despite these common characteristics among the East Asian countries, their
welfare systems are not homogeneous and one should be cautious about
over-simplification. Kwon (1998: 67) points out “each of these welfare states
has had its own distinctive history of development and still has its own
distinctive features”. In broad terms, systemic similarities between South
Korea and Taiwan are more pronounced, partly because they have emulated
Japan in constructing their welfare systems (Goodman and Peng, 1996). In
addition, Jacobs (1998) suggests a difference between Japan, Korea and
Taiwan on the one hand, and Hong Kong and Singapore on the other. The
former group has adopted a social welfare system similar to those of most
European countries, and they are progressively developing these into a
fully-fledged welfare state. For Korea and Taiwan, there is a “welfare state
dynamic at work” while the governments of Hong Kong and Singapore are

tending to oppose a Western-like welfare state (Jacobs, 1998).
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Section B: The development of social

security in Taiwan

Chinese classical tradition and ideology

In ancient China, the principle of caring and support for the needy, similar to
the modern notion of welfare state, was mentioned in the classical tradition
and ideology. The Chapter Da-Tun?® (Harmonious Society) of the Li-Yun
(Book of Rites), advocates for a harmonious society where each individual
should not only care for his or her close relatives, but those who are in need in
society. Families, kin and local gentries, rather than the state, have taken
welfare responsibility throughout Chinese history (Lin, 1990). There was no
specific government department in charge of welfare policy until the founding
of the ROC where the Ministry of Social Affairs was established in 1930 (Liu,
1982a). In fact, the most important contribution made by this Ministry was the
establishment of a centralised structure of social administration with
Departments of Social Affairs under provincial governments and Bureaus of

Social Affairs under municipal governments (Liu, 1982a).

Among the many social security policies the KMT outlined, the most complete

was the Post-War Social Security Guideline®®, produced in 1945 while it was

# The society is expected to help the elderly with good life-endings, children with good
upbringing, and care for widows, widowers and disabled persons. When the needs of all
people are met, the society can be said to be in a state of Da-Tun.

% It is part of the Four Social Policy Guidelines, which comprise guidelines for National
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still ruling in the Mainland (Kuo, 1994). This Guideline mapped out the
blueprint of social security programmes that were to be implemented after the
Sino-Japanese war, and later became an article in the Constitution in 1947.
Section 4 of Chapter 13, under the heading of “social security” (Article 155)
regulates that the government shall “establish a social insurance system and
social relief for those who are old, weak, disabled, or victims of disasters” (Ku,

1997: 33).

After the promulgation of the Constitution, a preliminary Central Bureau of
Social Insurance was immediately established in order to prepare a draft of the
social insurance law required by the Constitution. But due to the outbreak of
civil war with the Chinese Communist Party, very few social security
schemes? were put into practice by the KMT before 1949 (Kuo, 1994).
Nevertheless, the KMT’s experiences in Mainland China influenced them to
establish an elementary level of social security system in the early period of
Taiwan. Moreover, the 1947 Constitution remains the highest legal basis for

the implementation of social security in Taiwan.

Nursery Policy, Labour Policy, Farming Policy and Post-War Social Security Policy. The
National Nursery Policy Guideline acts for children, families and population; the Labour Policy
Guideline acts for trade unions and working conditions; the Farming Policy Guideline acts for
land reform and rural recovery.

® These were Salt Workers' Insurance in Sichuan Province in 1943; Civil Servants’
Non-Contributory Schemes, legislated in 1927, protected retired or handicapped government

employees and their surviving dependents; Poor Relief Law passed in 1943 (Kuo, 1994).
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Social security in Taiwan (1949-1996)

Beginning with the ideology of social welfare in pre-Communist China, we shall
then examine the formation of Taiwanese social security programmes and the

government’s stand over the period 1950-1996.

(1) Social insurance: political and economic aims

There were some welfare measures which had already developed in Taiwan
during the period of Japanese occupation (Lin, 1990). However, the KMT soon
implemented various social insurance schemes when it moved to Taiwan.
Since then, the social insurance scheme has developed in three directions:
Military Servicemen’s Insurance (MSI), Labour Insurance (LI), and
Government Employees’ Insurance (GEI). In 1950s, the elderly made up a
small part of the population in Taiwan — and had long been cared for by
extended families. At this time, there was no political pressure for the
government to support the elderly. Goodman and Peng (1996: 205) argue that
the quick implementation of major social insurance schemes by the KMT was a
response to its failure in labour policy in the Chinese mainland. They comment
that it was no more than “an appeasement measure to avoid potential worker

revolt”.

The KMT government has faced an archrival Communist China over the past
five decades, and Tang (2000) argues that this has pushed Taiwan towards a
priority of survival with social security policy playing a subsidiary role to this
overarching objective. For example, to support high military spending, the

ruling party had to develop its economy to support the military bill. As Ku (1995)
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argues, the emphasis on economic development reflects the political aim to
cultivate strength against Chinese communism. Goodman and Peng (1996:
210) suggest, “the developments in social welfare observed in these countries
(including Taiwan, Japan and Korea) may be explained by what we describe
as peripatetic learning and development strategies with the prime goal of

nation-building”.

The government implemented LI with limited voluntary coverage on a small
scale between 1950 and 1958. It was only with the passage of the Labour
Insurance Act in 1958 that the state’s direct involvement in the administration
shifted from a provincial level to a national level. Fu (1990) argues that the
development of LI programme covered only the economically active population
(and excluded farmers), in order to stimulate economic development. In
addition, LI placed emphasis on health insurance rather than pensions -
serving to promote a healthy workforce for economic development rather than
income maintenance after retirement (Fu, 1990). These all suggest that the
government did not want to endanger economic development and thus put a

priority on political and economic objective in the 1950s.

(2) Occupational retirement schemes: increasing demand for
better retirement protection

The development of occupational schemes in industrialised countries shows
the increasing importance of occupational retirement schemes acting as a
second-tier supplement to public retirement schemes. In the 1980s, as Taiwan
emerged as a fledgling industrialised country, the demand for better retirement

protection from occupational schemes increased. For private sector
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employees, the government thus issued the Labour Standard Act (LSA) in
1984 to legislate for retirement payments (Kuo, 1994). The LSA has been
called “the main indicator of Taiwan’s social security policy in the eighties” (Kuo,

1994: 345).

(3) Social assistance: external influences

Even before the establishment of the ROC in 1911, the founding father of the
ROC and the KMT, Dr. Sun Yat-Sen, had already been impressed by the social
security policy implemented by some European countries in adjusting the
negative impacts of capitalism (Lin, 1990). His thoughts were later collected in
a book titled Three Principles of the People®. According to Kuo (1986), this
book has been a large influence on the ROC’s ideological foundation,

constitution and social policy.

Due to political and economic dependency on the USA and the UN, social
policy reforms before 1970 were always in response to external influences. As
a reaction to the “War on Poverty” welfare programs of the 1960s in the United
States, the Taiwanese government implemented two major social relief
programmes in association with community development in the early 1970s
(Chan, 1984). The Shao-Kang (“Little Well-off") project in the Province of

Taiwan and the An-Kang (“Healthy and little wealth”) project in Taipei

% |tis also so-called San-Min-Chu-I. Basically the three principles are the Principle of People’s
Democracy, the Principle of People’s Nationalism, and the Principle of People’s Well-Being

(sometimes called the Principle of People’s Livelihood).
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Municipality were designed to eradicate poverty®'. But with the severance of

diplomatic ties with the US in 1978, these programmes did not last long.

Other key external influences, according to Hsieh Cheng-Fu (a drafter of the
Post-War Social Security Guideline), were the Atlantic Charter, the United
Nations Charter and the Declaration of Philadelphia (Kuo, 1994). The
contributory social insurance schemes instituted in the 1950s were also
inspired by the "success of social insurance programmes developed in

post-war Europe, particular in Britain and West Germany" (Chan, 1985: 326).

(4) Social assistance and social allowances: party competition
Since 1987, when the political system was liberalised, the emergence of new
political parties has posed a continuing challenge to the KMT’s social security
policy. For example, since the qualifications for social assistance were subject
to strict means testing before 1993 (see Section D), this was criticised by the
then opposition party — the DPP, which proposed an Old Age Allowance
scheme in their manifesto for the 1993 county commissioner and city mayor
elections (Ku, 1997). In response to these criticisms, the KMT government
introduced a policy draft for the NPS, and introducing the Middle-to-Low

Income Elderly Living Aid in 1993 to enlarge the poverty thresholds.

In the 1994 general election, the major debate for the candidates from the

opposition party and the ruling party had shifted from the long-standing issue

3" These two projects provide vocational training, short-term loans for the self-employed, and

residential care for unattended chronically ill and disabled people.
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of national identity to old age pensions. Later, in 1995, the DPP also proposed
a scheme of social allowances for elderly farmers. As Ku (1997) points out, this
significant shift not only shows a change from a foreign issue to a domestic
one, but it also signals the perceived needs for more social security protection

for farmers and poor elderly.

The state and welfare attitudes

Sun’s Principle of People’s Livelihood embodied a strategy for building a
society of “equity and wealth” in which all people would be guaranteed
sufficient food, clothing, housing, and transportation, as well as the right to
develop their own enterprises. As Lin (1990) puts it, the Taiwanese
government thus viewed social welfare as a strategy to achieve the goal of an

equal and wealthy society.

Since the arrival in Taiwan in 1949, however, the Ministry of Social Affairs was
reduced to a department answerable to the Ministry of the Interior (Ku, 1997).
In addition, the Hsien (county) or Shih (city) authorities under the Taiwan
Provincial Government established a Section of Social Welfare Affairs as a
primary division in 1961. Ku (1997) suggests that this change marked an
avoidance of welfare responsibility by the state, especially on the part of
central government. Moreover, for some of the ideas of social welfare that
were presented in the Principle of People’s Livelihood, the state did not take
any concrete action to carry out these statements. Rather, these principles

mainly served as an ideological weapon (Ku, 1997).
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Next, we shall review three attitudes concerning social security developments
in Taiwan: lack of proper assessment about welfare demand, hostilities

towards social welfare and reliance on families.

(1) Lack of proper assessment about welfare demand

Prior to the launching of comprehensive social assistance programmes (the
Shao-Kang and the An-Kang) in the early 1970s, the limited social reliefs were
only provided on a piecemeal basis (Chan, 1985). In studying social welfare
planning in Taiwan, Lin (1981) suggests that social welfare plans in Taiwan
were mostly based on the instructions of the President or Premier, instead of
the proper assessment for welfare demand. Also, as noted above,
democratisation spurred social security (as well as personal welfare
programmes) and led to expanded social security. Thus, it is no surprise to
observe that there has been a large gap between the constitutional statement
concerning the state’s obligation to provide social welfare and the reality of the

existing social welfare system (Goodman and Peng, 1996).

(2) Hostilities towards social welfare

Among the academic circles, intellectual debates on social welfare started to
emerge in the late 1980s. The debate mainly focused on whether the
government should start to establish a comprehensive welfare system or
whether it should remain as a residual one. Some liberal economists and
government economic technocrats suggested that the state should not expand
the welfare provisions unless economic growth could sustain them. Professor
Kao Chi-Chun, a well-known liberal economist, insisted that state-provided

welfare was responsible for fiscal crisis and economic recession (Kao, 1987:
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208-9). On the other hand, welfare scholars and the opposition party argued
that the government must expand the welfare provisions for all citizens;

however, their opinion was often neglected (Ku, 1997).

In 1985, Premier Hua said that there would be no welfare state in Taiwan, and
appealed for sustained family assistance to members in need. Since the state
under KMT rule was so powerful, it could afford to neglect social needs and
problems and use the media to influence public opinion (Ku, 1997). In a 1996
survey, about 60% of people (especially women) aged 50-64 in Taiwan
believed that the government provided a good role in welfare provision (Chang,
1999). Although Taiwan has adopted various social security programmes to
address the financial demands of the elderly, the Taiwanese government has

remained, in large part, anti-social welfare.

(3) Reliance on families

As mentioned in Section A, strong family ties have been used as an argument
in East Asian countries in favour of developing a hybrid system combining
social security and familial support, in which less responsibility is given to the
étate than in Western countries. Chow (1987) suggests that the most
significant difference between Western and Chinese ideas of social welfare is
the importance given to family and kin networks in Chinese society. The
government encouraged its people to seek help from their families under the
guise of self-responsibility, an echo of Confucian values of mutual aid and

family support.

In the post-war period, traditional Confucian ethics deeply influenced Taiwan’s
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social welfare development, and the family was expected to match and
supplement the state’s responsibility for social protection. The Social
Construction Guidelines at the Current Stage of 1969 emphasised the family
as the primary foundation of society (Chan, 1984). As Chan (1985: 324) puts it,
“the evolution of the welfare system of Taiwan has been proceeding through a
process of compromise between traditional ideas of social welfare and the
existing constraints derived from modernisation”. And this family-oriented view
of Chinese culture was again stressed by the KMT's Guiding Principles of
Social Welfare Policy in 1994, which made clear that the family should be the

centre of social welfare policy®? (Ku, 1997: 248).

Li Kwoh-Ting, one of the most influential officials in the Taiwan government,
suggested four guiding principles for Taiwan’s welfare policy at an international

conference on welfare state development in Taipei in 1987 (Ku, 1997: 186):

® The degree to which somebody receives welfare must equal the
responsibility he or she has in society.
@ Social welfare should not be a replacement for the function of the family.

® Social welfare should not damage the operation of the free market.

% According to Ku (1997), this Guidance could be regarded as the most comprehensive
statement about social policy since the KMT rule of Taiwan began. In essence, it has four
major characteristics: 1) the emphasis of economic growth in supporting social welfare; 2)
sharing welfare responsibilities with family and private sectors; 3) harmonising industrial
relations; and 4) financing independent social insurance without increasing government

expenditure.
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® Social welfare should be a system contributed to by families, enterprise

and the state together.

In other words, Li expressed the view that welfare responsibilities should not
be left to the government alone. He points out that both families and employers
also needed to share the responsibility. Moreover, the free market should be a

higher priority than social welfare.

Another reason for hesitation over welfare provision is that policy-makers fear
that Western-style social security institutions can erode the traditional
Taiwanese support systems for the aged, and therefore erode Chinese social
values in general. The state also views that taking care of vulnerable members
is intrinsic to proper family and community conduct (Jones, 1993) and to foster
a sense of solidarity. Thus, the resulting social security system in Taiwan is

traditional, conservative, residual and selective (Lin, 1995).

Interim summary

A dramatic growth of social security programmes has been observed
worldwide during the second half of the 20" century. Today, social security
programmes in one form or another exist in almost all countries though the
meaning varies from one national context to another. In this study, we shall
mainly consider social security covering four major types of statutory
provisions, namely social assistance, social insurance, occupational retirement

schemes and social allowances. Despite the fiscal crisis which has occurred in
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many welfare states since the mid-1970s, a strong welfare infrastructure has

been firmly accepted in East Asian countries.

The 1947 Constitution of the ROC regulates that the government shall
establish a social insurance system and social relief for those who are old,
weak, disabled, or victims of disasters. It remains the highest legal basis for
the implementation of social security in Taiwan. However, the KMT government
showed an avoidance of responsibility and did not take any concrete action to
carry out these statements. In the name of strengthening the capacity to
defend the country against Communist China, and to develop the economy,
the KMT government placed defence and economic development at the top of
its agenda. Furthermore, the government has been hostile toward the
substantial development of social welfare and often encouraged the reliance

on family in times of need.
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Section C: Social welfare expenditures in

Taiwan

Definition of social welfare

In order to study the welfare efforts from social security programmes in Taiwan,
we inevitably have to examine the expenditure from social welfare
programmes over time. This is because of the major official publication of
social statistics in Taiwan, Social Indicators in the Republic of China, shows
only “social welfare” expenditure data rather than “social security” expenditure

(DGBAS, 1998).

Before 1990, the social welfare expenditure data in this publication covered
social insurance, social assistance, social relief, social welfare services
(including vocational training, public health, social education), veterans’
programmes (such as veterans’ subsidies and survivors’ benefits), community
development, environmental protection, and public housing®® (DGBAS, 1998).
Since 1990, it has excluded expenditure for veterans’ programmes, community
development, environmental protection and public housing. However, we shall
treat veterans’ programmes as part of social welfare expenditure after 1990
since veterans’ allowance and survivors’ benefits can be regarded as social

security provisions.

% Note that Taiwan does not regard education as part of social welfare programmes though it

is often included in other industrial countries’ welfare definitions (Ku, 1997).
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Growth of social Welfare expenditure

The breakdown of the government’s general net expenditure is shown in Table

2.2.

Table 2.2: Breakdown of the government’s general net expenditure (%)

Fiscal Type of expenditure
Year General Defence Economic Social Community Other Total
admin. develop. welfare develop.

1966 18.8 425 28.7 L 47 | 5.3 100.0
1971 12.6 35.1 33.1 L 104 — 8.8 100.0
1976 11.9 247 47.6 L 113 4.5 100.0
1981 9.8 242 50.9 9.7 21 3.3 100.0
1986 11.1 242 448 13.2 25 4.2 100.0
1991 10.8 16.0 43.2 14.5 2.3 13.2 100.0
1996 12.2 14.2 35.1 21.3 3.4 13.8 100.0

Source: Author’s calculations and amendments based on Tables 11 and 85, DGBAS (1998).

Note:

1. Economic development includes education, science and cultural development.

2.  Social welfare includes social security (social insurance, social assistance, social relief
and veterans’ programmes), vocational training, public health, and social education.

3.  Community development includes environmental protection and public housing.

4. The net expenditure is compiled on a basis of fiscal year and it is net of any double

counting arising from intra-governmental transfers.

Due to the constant military threat from Communist China and the KMT's
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pledge to reclaim China, military spending was exceptionally high even in the
early 1960s. Table 2.2 shows that defence received nearly half (42.5%) of
central government'’s net expenditures in 1966 while the broader social welfare
expenditure (including social welfare and community development) accounted
for only 4.7%. This high proportion of defence expenditure might have
obstructed Taiwan’s social welfare development in the post-war period (Lin,
1990). However, social welfare’s share as a fraction of general government’s
net expenditures has doubled over the period 1981-1996 (from 9.7% to 21.3%),

in particular, it increased by 6.8% between 1991 and 1996.

In terms of net expenditure for social welfare, this has increased over seven
times in real terms from NT$ (New Taiwan Dollars) 606 million to NT$ 4,260
million over the period 1981-1996 (see Table 2.3). In particular, there is a
striking increase of total social welfare expenditure (by NT$ 1,798 million) from
NT$ 2,462 million in 1991 to NT$ 4,260 million in 1996. This partly reflects the
implementation of many social allowances since 1993 (see Section D) and the
introduction of the NHI in 1994. The net expenditure for social welfare per
capita has also experienced a six time increase in real terms from NT$ 3,401
to NT$ 19,947 over the same period. Also social welfare expenditure relative to
GNP grew from 2.6% in 1981 to 4.4% in 1991 and 5.9% in 1996. This
demonstrates the massive growth in social welfare expenditure that has taken
place in Taiwan over a short period 1981-1996, and in particular during

1991-1996.
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Table 2.3: Expenditures on social welfare

Fiscal year Social welfare expenditure Social welfare

Total amount, NT$°00 Amount per capita, expenditure as % of

million (in 1996 dollars) NT$ GNP
1981 606 3,401 26
1986 1,149 5,947 3.1
1991 2,462 12,064 4.4
1996 4,260 19,947 5.9

Source: Author’s calculations based on Tables 11 and 85, DGBAS (1998).

Inequality in welfare distribution

Although social welfare expenditure shows a significant growth over the
post-war period, this welfare resource has been channelled predominately to a
small group of beneficiaries. Until the abolishing of Martial Law in 1987, the
Taiwanese social security system — with the exception of the LI scheme to
private sector employees and social assistance to the very poor — focused
heavily on those occupational groups which are closely related with the
stability of the state, i.e. the ruling KMT regime. These were retired MPs
(Members of Parliament), veterans, military servicemen, and government
employees (Ku, 1997). According to Ku (1997), retired MPs received the
highest benefit per capita at around NT$ 3.7 million in 1991, followed by
veterans who received about NT$ 148,000. Government employees and
military servicemen received around NT$ 28,000 and NT$ 26,000 respectively.
By contrast, the rest of the elderly population only received an average benefit

of NT$ 3,060.

74



International comparison
In order to make a comparison of welfare expenditures between Taiwan and
other industrial countries, we also included education expenditure as part of

“broader social welfare” expenditure in Table 2.4.

Table 2.4: Broader social welfare expenditures in Taiwan and other

industrial countries (as % of GDP) in 1993

Taiwan Japan France Germany Sweden United United

(1996) Kingdom States
Education 5.0 3.7 5.6 47 6.7 52 5.2
Health - 5.3 7.3 6.4 6.2 5.8 5.9
Social welfare 5.7 7.2 20.5 216 30.6 15.8 9.8
Housing & community 0.4 - 0.9 0.2 1.2 1.8 -
Total 11.1 16.1 34.3 33.0 447 28.6 20.8

Source: Author’s calculations and amendments based on Tables 15 and 16, Jacobs (1998).
Note: For Taiwan, the national accounts give a functional breakdown of general government

expenditure without the category “health”, which is included in the sector “social welfare”.

Including education nearly doubles Taiwan’s social welfare expenditure as a
percentage of the GDP (Gross Domestic Product) from 5.7% to 11.1% in 1996.
Yet this percentage still lags behind that of many European countries’ 1993

levels at around one-third of GDP*. It should be noted that Taiwan does not

% For comparison of welfare expenditure, one needs to take into account the socio-economic
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spend less percentage of GDP than many Western countries on education, so
most of the difference comes from health and social welfare expenditure.
Health care covered by social welfare, constitutes about 6% of the GDP for
Taiwan. By contrast, the figure was about 13% and 16% for Japan and the US
respectively, and over 27% for some European countries such as France,
Germany and Sweden. Similarly, Li (1997) has found that Taiwan spends
more on education and less on health care and income maintenance than do

the U.S. and West Germany.

Section summary

Due to the constant military threat from Communist China and the KMT’s
pledge to reclaim China, social welfare’s share of the general government’s
net expenditures was only a tiny proportion in the 1950s. Despite the KMT
government'’s hostility towards social welfare, there was significant growth in
social welfare expenditure over the period 1981-1996, and in particular over
the period 1991-1996. However, Taiwan's social welfare spending still
remained lower than other industrial countries. Moreover, it should be noted
that welfare resource has been channelled predominately to a small group of
beneficiaries such as veterans, military servicemen, and government

employees.

and demographic conditions in each country as well as the functioning of their social security

systems.
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Section D: The current social security

system in Taiwan

The current social security system in Taiwan provides four types of
programmes with cash benefits for old age: social insurance, occupational
retirement schemes, social assistance and social allowances. In this section,
we shall examine the qualifications, coverage, and benefits of each of these
programmes. In addition, there is an assessment of the Taiwanese social

security system.

Social insurance

In Taiwan, social insurance is the main tool of social security provisions. There
used to be 14 kinds of social insurance scheme, however, this has been
reduced to 7 since the establishment of NHI*® in 1995 (MOI, 1995). In order to
assess the economic status of the elderly, we shall only focus on four major
schemes with old age benefits coming from social insurance schemes®®: MSI,

LI, GEI and ITASPS®. This is because they represent the major financial

% NHI covers nearly every citizen in Taiwan regardless of employment status. By 1996, 94.9%
of the population had been insured by NHI (Ku, 1998a).

% The other two social insurance schemes are Retired Government Employees’ Insurance
since 1965 and Farmers’ Health Insurance since 1985.

% GEland ITASPS (Insurance for Teaching and Administration Staffs of Private Schools) were
implemented in 1958 and 1980 respectively. These two schemes have been merged as

Government Employees’ and School Staffs’ Insurance since 2000 (Chen and Sun, 2001).
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source for the elderly in their retirement.

From Table 2.5, it can be seen that, in 1995, these four schemes covered risks

sich as old age, injury, sickness, disability, maternity, death and funeral

dlowance. Only injury and sickness benefits are paid in kind; the rest are

payable in cash (Tang, 2000).

Table 2.5: Four major social insurance programmes in 1995

P.ogramme Type of social insurance scheme
LI MSI GEI ITASPS
Date of March, 1950 June, 1950 Sep., 1958 Oct, 1980
irrplementation
Institution of Bureau of Labour Ministry of Ministry of Qualification
sipervision Insurance, Defence, Qualification, Assessment
Executive Yuan Executive Yuan Examination Yuan Ministry,

Examination Yuan

Insured group  Workers above age Current military Government Private school
15 and under 60 officers and employees teachers and staff
soldiers
Benefits Old age, disability, Disability, Old age, disability, Old age, disability,

maternity, injury,

sickness, and death.

retirement and death and death and funeral

death funeral allowance allowance

Scurce: Adapted from Table 9, (MOI, 1995).
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Qualifications

The present Labour Insurance Act stipulates that all workers in Taiwan
between the ages of 14 and 60 are to be covered by insurance programs. Any
worker employed by a public or private factory, mine, salt field, farm, ranch,
forestry reserve, sugar-cane or tea plantation, corporation, the press, cultural
or public utility, or professional association, with a work force of five or more is
covered (Chan, 1984). However, there has been no further extension to
include the insured units employing less than five workers due to the difficulty
in the collection of contributions and the cost of administration. GEI gives
protection to all persons who get regular pay from government, i.e. they are
employed in government administrative organisations, public educational
institutions, judiciary organisations, health institutions, government owned

enterprises and public representative organisations.

Prior to ITASPS, the private schools’ teaching and administration staffs were
covered by LI and their benefits were far less than those of GEIl. ITASPS
allowed these employees to enjoy the same protection as government
employees. MSI covers only military servicemen and their families. This
insurance is considered as a special insurance program since all soldiers can
receive free medical services in military hospitals and this program only
provides lump sum cash benefits in the event of death, disability and
retirement. Since the data for MSI is inaccessible, we shall mainly concentrate

on the other three schemes in this thesis.

Coverage

The coverage of the labour force by social insurance has grown very rapidly
79



from a mere 12.7% in 1966 to about 50% in 1996 (Table 2.6). In particular, over
the period 1976-1996, the coverage has increased by 30%, that is about 6
million workers. By 1996, about 8 million Taiwanese employees were entitled
to old age benefits. Concerning the individual social insurance schemes, LI
was the largest and the number insured as a proportion of total labour force
has grown from 9% of labour force in 1966 to 46.7% (or 7.4 million workers) in
1996. As far as GEIl and ITASPS are concerned, 644,000 government
employees or private school teaching and administration staff (4% of total

labour force in total) were covered by these schemes in 1996.

Table 2.6: Number of persons insured in social insurance with old age

benefits ('000 persons)

Year Type of social insurance scheme Total labour Insured people as
Ll GEI ITASPS Total force % of labour force

1966 634 247 0 883 6,948 12.7

1971 1,000 307 0 1,309 8,444 156.5

1876 1,710 370 0 2,081 10,043 20.7

1981 2,782 432 22 3,237 11,698 27.7

1986 4,712 483 27 5,224 13,161 39.7

1991 7,281 550 34 7,867 14,496 54.3

1996 7434 598 46 8,080 15,932 50.7

Source: Author’s calculations, adapted from Tables 16, 86 and 90, DGBAS (1998).
Note: Labour force is defined as the part of the population aged 15 years and over who have

the ability and willingness to work (including those unemployed) (DGBAS, 1998: 300).
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Cheng and Wu (1997) have claimed that the existing social insurance for
public and private sector employees covers 92.5% of total “employed

"% and these workers are entitled to old age benefits. However, Table

workers
2.6 shows that there is still about half of the “labour force” (see the note of
Table 2.6) without any provisions for old age in 1996. This is because the
social insurance programmes with old age benefits are employment-based,

and exclude those working for companies employing less than five persons,

the self-employed, and work in the rural sector.

Benefits

The old-age benefits of social insurance schemes are earnings-related in
terms of “final year’s basic salary” or “average insured salary in last 3 years”
(see Table 2.8). During the period 1966-1996, employees have experienced
significant improvements in coverage in social insurance as well as in the level
of benefits (see Table 2.7). While the average amount of old age benefit from
LI per recipient was only NT$ 9,100 in 1966, this had increased four times
(NT$ 384,100) by 1996. Nevertheless, the average amount of old age benefit
from LI in 1996 was significantly lower than the figure for GEI and ITASPS
(NT$ 1,192,235 and NT$ 553,750 respectively). Since social insurance
programs are low-contribution and low-benefit, as well as earnings-related,
and because low-income groups often do not participate in these programs,

these programs do not help equalize income distribution (Wang, 1994).

% In 1995, the total number of employed workers was 8,939,000 persons (Cheng and Wu,

1997: 24).
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Table 2.7: Mean old age benefit per recipient by type of social insurance

scheme (NT$’ 000)

Year Type of social insurance scheme
LI GEI ITASPS

1966 9.1 8.7 -
1976 42.7 80.5 -
1981 106.6 263.3 -
1986 178.4 416.5 52.6
1991 348.8 788.7 188.7
1996 384.1 1192.2 553.8

Source: Adapted from Table 86, 88 and 90, DGBAS (1998).

Moreover, it can hardly be expected that the lump sum payment from LI, GEI
and ITASPS (see Table 2.8) can provide long-term income security for the

elderly. Although the old age benefits’ “nominal” replacement rates (see the
notes of Table 2.8) for private and public sector employees were estimated to
be 32.63% and 30.89% respectively, the actual rates of the lump sums for an
average employee were only 9.79% and 18.53% respectively in 1991. The low
actual replacement rates among private sector employees were due to
under-reported insured salary and unfavourable requirements for the number
of years of insurance coverage (Cheng and Wu, 1997). All four major social
insurance schemes do not allow the “insured years” to be accumulated for an
insured person when he/she changes from one type of insurance scheme

another (e.g. from MSI to LI) (MOI, 1995). Thus, old age benefits from social

insurance alone can hardly protect the income security of the elderly.
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Table 2.8: Old-age benefits from social insurance and occupational

retirement schemes

Item

Government employees

Private sector workers

Social insurance

Occupational retirement

schemes

Social insurance

Occupational

retirement schemes

a. Qualification

Age 65; at least 5

years of contribution

Age 65; at least 5 years of

service

Age 60 (55, women); 15

years of contribution

At least 15 years in

same entity

b. Form and

formula of

Payment

Lump sum: By final

basic salary and

years of coverage;

the maximum is 36

months of insured

Lump sum: By final basic

salary and years of

coverage; at most 61

months (106 months since

1995) of payment; or

Lump sum: By average
insured salary in last 3
years and years of
coverage; the maximum is

45 months of insured

Lump sum: By average

normal salary in last 6

months, and years of

service in same entity;

at most 45 months of

salary Annuity: 80% of final basic salary payment
salary (140% since 1995)
¢. Replacement Rate*
Nominal 30.89% 52.34%; 90% 32.63% 32.63%
(90.95%; 140% since 1995)
Actual 18.53% 31.40%; 54% 9.79% 25.23%
(53.57%; 84% since 1995)
d. Financial Pay-as-you-go; Annual budget Partial funding 2-15% appropriation to
Mechanism deficit subsidised by appropriation reserved fund
government (Funding since 1995)

Source: Adapted from Table 2, Cheng and Wu (1997).

Note:

1. Replacement rates: The percentage of lump-sum payment which is converted into
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annuities according to the assumptions on the expected living years, interest rates and
inflation rate.

2. Nominal replacement rates are estimated on two assumptions: (1) the basic salary (for
government employees) or insured salary (for labourers) equals to their total
compensation which in fact is 40-50% under-estimated; (2) the retiring workers are
qualified for the maximum payment. The other reason for actual replacement rate being

much lower than nominal rate was due to the shorter years of coverage.

An assessment of administration systems

Taiwan’s social security system relies on social insurance and can be
described as a “social insurance-based” system with limited corporate welfare.
Although the social insurance system was the most remarkable social welfare
effort of the post-war period, there has been no centralised administration to
run it. In fact, there are three administrations in charge of the various social
insurances: the Ministry of Defence manages insurance for military staff; the
Bureau of Central Trust, under the supervision of the Examination Yuan,
manages insurance for government employees; and the Ministry of the Interior
with the Bureau of Labour Insurance runs LI and all the insurance for other
population groups (see Table 2.5). Since a number of administrative units are

responsible for different programmes, this inevitably creates some confusion.
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Occupational retirement schemes

For private sector employees, the government legislated the LSA to act as a
second-tier supplement to LI's old-age benefit. The LSA is a defined-benefit
scheme® in that the benefit depends on a formula fixed in advance, based on
years of service and average final salary. The LSA requires a private sector
employer to appropriate between 2% and 15% of payroll as a reserve for
retirement payment; both contributions and benefits are earnings-related and
only employers pay the contributions (see Table 2.8). The contributions must
be fully funded and paid in lump sum for only one contingency - retirement. An
employee can retire voluntarily at 55 years old if they have worked for 15 years
or at any age if they have worked for 25 years. But if they are 60 years old or
they are disabled, either from mental or physical aspects, they may be forced

to retire by their employers (Cheng and Wu, 1997).

For government employees, an insurance scheme with a considerable welfare
element was introduced in 1958, as a non-contributory retirement pension plan
(Cheng and Wu, 1997). After 5 years’ service, an employee may retire
voluntarily at 60 years old or at any age if he has served for 25 years; or he
must retire compulsorily at 65 or at any age if he is disabled, either mentally or
physically unfitted. The qualified employee has the option of either a lump sum

payment, monthly pension or combination of both.

* The other major type of occupational pension scheme is called the defined-contribution
scheme. This provides benefit that depends solely on returns from assets invested, usually on

a regular contribution of a fixed proportion of salary.
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Coverage

Regarding the occupational retirement payment, although about 40% of total
employed workers should have been covered by the LSA, it is estimated that

only about 16% of total employed workers in the private sector were covered

by a full retirement scheme in 1993 (Cheng and Wu, 1997). Moreover, Lu

(1998) estimated that only 2% of retired workers actually received these

occupational retirement benefits. This is because there is a high ceiling of
eligibility*® and low implementation by employers. Since private occupational
schemes are funded by employers, the amount of benefits are subject to the
ability and willingness of employers to finance them. An employee may be
likely to lose pension rights in the case of switching jobs before retirement or
because of enterprise bankruptcy*': there is a high proportion of enterprises in
Taiwan of small to medium size and their average life-spans are only 11-12
years (Cheng, 1994). In the case of dismissal, the employer is obliged to pay
the employee severance compensation unless the dismissed employee is

found at fault — in which case he/she gains no compensation at all.

% In order to fulfil the requirement for retirement benefits, the LSA stipulates that employees
must stay at least 15 years in the same firm. However, the average working period for an
employee in the same firm was only 5.58 years over the period 1987-1991 (Cheng and Wu,
1997).

“"In contrast, government employees’ occupational retirement scheme was financed by
appropriation from the annual government budget, and thus the scheme was essentially

guaranteed.
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Benefits

Even for those jobs covered by the LSA, the combined nominal rate of both
social insurance’s benefits and occupational retirement payments was about
65% (32.63%+32.63%). The actual replagement rate for an average worker
was only 35% (9.79%+25.23%) in 1991, still hardly adequate to maintain a
decent living (see Table 2.8). By contrast, the actual combined replacement
rate for a government employee was 50% (lump sum payment) and 73%
(annuity payment) in 1991. According to Kuo (1994), the revision of the
pension scheme in 1992 bettered the social protection of retirement for
government employees. Kuo (1994) suggests that government employees,
under the protection of GEI and the occupational retirement scheme, were
allowed to retire on 85% - 90% of the pre-retirement income after 25 years of
service. Based on the revision, a retired government employee, with 35 years
of service on average, may receive a pension of over 100% of his/her

pre-retirement salary*.

As a result, benefits for government employees under the current social
security net are even higher than most industrialised countries. In contrast,
most workers are still subject to substantial old age risks and have not seen
their pension benefit substantially improved. For those without the coverage of
the LSA, it is quite possible that they can only receive 9.79% of replacement

rate which is well below the minimum standard of living.

42 The actual combined replacement rate for a government employee was 72% (lump sum

payment) and 102% (annuity payment) in 1995 (see Table 2.8).
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Social assistance

The current social assistance in Taiwan provides three types of schemes with
cash benefits for old age: Low-Income Household Aids, Veterans’ Subsidies
and Middle-to-Low Income Elderly Living Aid (MLIELA). We shall examine in

turn the qualifications, coverage, and benefits of each of these programmes.

Low-Income Household Aids

The first act to benefit the poor derived from the Social Relief Law which was
passed in 1943 - when the KMT still ruled Mainland China (Liu, 1982b). After
retreating to Taiwan, the 1943 provisions for social assistance were only made
available again in the early 1960s in the form of limited social relief through
Hsien (county) authorities and this Act was the legal basis for social assistance
in post-war Taiwan. In 1980, the Social Assistance Law was promulgated to
replace the Social Relief Law with more comprehensive benefits. The Social
Assistance Law provides four kinds of programmes: living assistance, medical
subsidy, disaster relief, and emergency relief. While the Social Relief Law
aimed to help those in poverty because of age, youth, pregnancy, disability or
disaster (Liu, 1982b), this new act mainly applies an income indicator as the
major criterion to define those in need (Ku, 1997). In order to remodel Taiwan’s
image in the world, the recipients of social assistance became known after

1980 as “low-income households” rather than “poor households”.

In Taiwan, social assistance has been and is generally regarded as the
responsibility of local government rather than central government. The central

government only provides the supervision of the scheme and does not
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prescribe the poverty line. Thus, the criteria for a low-income household are
set by the provincial (or) municipal government every year based on the
minimal living expenses required for each locality. For Taiwan Province and
Kaohsiung Municipality, the minimal living expenses are fixed at a level no
more than one-third of monthly average income per capita for the previous
year. In Taipei Municipality, the cut point is set at a level no more than 40% of
the current expenditure derived from the Survey of Family Income and
Expenditure for the previous year (CRD, 1995). For low-income elderly, the
government further provides them with benefits such as medical fee
assistance, financial assistance (for treatment of serious disease at the
hospital only), institutional accommodation, institutional care (for long-term
chronic disease or paralysis only) and free access to day-care centres*® (Bai,
1996). Although the benefits for these elderly could be substantial in terms of
equivalent cash levels, we shall not consider this in our analysis since there is

no actual cash transfer involved.

The government also divides low-income households into three classes under

stringent means test in terms of household income, real assets** and working

“ The government also provides free medical examination and half-price tickets for
transportation (Bai, 1996).

* The argument for a combined measure of income and assets is a commonplace in some
Western countries. This assessment is always based on the idea that those who have saved
ought to use some proportion of their assets before receiving social assistance and only those
who have not saved deserve to receive assistance because they are truly in need and have no

assets to draw on (Projector and Weiss, 1969).
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capability (i.e. the capacity to work). For example, “first class low-income

households™®

are those whose members have no income, real assets and
working capability. However, Hill (1996) points out that the “savings trap” of
social assistance may operate as a disincentive to self-protection. That is, all

or part of one’s savings have to be spent before help can be received.

Coverage and benefits

In contrast to the significant growth of social insurance, social assistance has
been left underdeveloped. According to Social Indicators in the Republic of
China, less than 1% of the total population was covered by Low-Income
Household Aid over the period 1982-1996 (DGBAS, 1998). In terms of relative
poverty line (at 50% of average net income), Chen (1996a) estimated that
between 16% and 20% of the total population was living in poverty during
1983-1994. This implies the existence of at least 156% “hidden poverty” in
Taiwan - those who qualify as poor in principle but do not receive Low-Income
Household Aid. Due to Taiwan’s strong emphasis on work ethics, Tang (2000)
points out that social assistance is neither generous nor all-embracing.
Furthermore, the distribution of social assistance programmes is essentially

dependent on the financial strength of local governments and the actual

*% “second class low-income households” are those whose employable persons are less than
one third of the total family members and their gross income is less than two thirds of the
poverty line. “Third class low-income households” are those whose employable persons are
not more than one third of the total family members and their gross income is not more than

the poverty line.
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assistance levels are frequently lower than these official poverty lines*. Given
this limited coverage and low benefit levels, it can hardly be said to produce

the intended income redistribution for low-income families.

MLIELA and Veterans’ Subsidies

Apart from the Low-Income Household Aid, the Taiwanese government also
introduced two social assistance schemes: Veterans’ Subsidies and MLIELA.
For Veterans’ Subsidies, poor veterans (those with income below a prescribed
level) can get NT$ 13,100 per person per month (Chen and Sun, 2001).
Significant political commitments have been given to old age since 1993,
culminating in the introduction of new social assistance schemes such as
MLIELA and other social allowance schemes (see the next paragraph). Under
MLIELA, in households with per capita income no more than one and half
times on poverty line, each elderly person can receive NT$6,000 per month. In
addition, for elderly who have less than two and a half times of poverty line,

each elderly person can receive NT$3,000 per month (since July 1, 1994).

Social allowances

By 1996, there were two types of social allowances in effect: Old Age

Allowance and Old Age Farmer Allowance. The former scheme was first put

S Chen (1986) points out that the actual formulas of poverty line were based either on the
bottom decile households’ (rather than all households) one-third of household income, or on
40% of the current expenditure by the local government. Also, the latter case often adopted

only 30% of current expenditure.
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into practice by DPP-controlled counties in 1994, aimed at elderly residents
without any form of pension or subsidy from the government. The qualified
elderly were entitled to an allowance ranging from NT$ 2,500 to NT$ 6,000
(per month, per season or four months a year)(Chen and Sun, 2001). By
contrast, Old Age Farmer Allowance (since 1995) is the first nationwide social
allowance scheme. It provides benefits for aged farmers who have enrolled in
Farmer Insurance for at least six months, without employment in any other
non-farming job, and not receiving any form of retirement payments or benefits
from the government (Sun, 2000). The qualified farmers’ personal total assets
(from the sum of land and housing value) must be less than NT$ 5 million and
their personal total income must be less than the current annual basic income
prescribed by the government (Sun, 2000). A qualified elderly farmer could

receive an allowance of NT$3,000 per month.

Old Age Farmer Allowance has been implemented continuously since 1995
whilst the Old Age Allowance has been more sporadic and short-lived. As a
result, the actual amount of transfers received under the Old Age Allowance
may not have been sufficient to support the elderly’s living costs. In addition,
the allowances provided from Old Age Allowance were much smaller than
those provided under Old Age Farmer Allowance. The maximum annual
amount under the former was NT$ 20,000 in 1995 compared to NT$ 36,000 of
the Old Age Farmer Allowance (Biddlecom et al., 2001). Moreover, Sun (2000)
points out that Old Age Allowance is means-tested in eligibility, segregated in
entittement, and diluted in benefit. These schemes have deviated from the

original rationale of social allowance (Chen and Sun, 2001).
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A summary of social assistance and social allowance programmes in 1995 is

shown in Table 2.9.

Table 2.9: Social assistance and social allowance programmes in 1995

Administration Coverage Eligibility Benefits
Social assistance
Low-Income Ministry of Low-income The applicants (1) Payment varies among
Household Aid Interior, people whose income is different categories
Executive Yuan below official  (2) Taipei: NT$7,730 for the
poverty lines head of household and
NT$3,730 for each

subsequent member

MLIELA Ministry of Middle-to-low The elderly (1) NT$6,000 per month for
Interior, income elderly whose elderly whose household
Executive Yuan household income is below 1.5 times of
income is below official poverty lines

2.5 times of (2) NT$3,000 per month for

official poverty  elderly whose household

line income is between 1.5 and

2.5 times of official poverty

lines
Veterans’ Subsidy  Veterans' Affairs Veterans who Veterans whose (1) NT$13,100 per person
Commission, have living income is below per month (2000)
Executive Yuan difficulties the prescribed  (2) NT$ 350- 600 for each

level dependant per month (2000)
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Social allowance

Old Age Allowance County DPP-controlled  Varies among  Varies in different counties
governments counties counties
Old Age Farmer Council of Farmers and Elderly and NT$ 3000 per month per
Allowance Agriculture, fishermen enrolled for more person
Executive Yuan than six months

in the scheme

Source: Tables 4 and 5, Chen and Sun (2001) and Table 2-3, Bai (1996).

An assessment of social security coverage

The coverage of Taiwan’s social security in 1993 is presented in Table 2.10. It
can be seen that only one-third of the elderly were actually protected by the
government in 1993. Those protected were mainly retired public sector
employees, retired military personnel, and veterans. The majority of the elderly,
including farmers and housewives, were without any social security protection
unless they were in or near poverty (i.e. in middle-to-low Income households)

by 1993.

The implementations and expansion of new social allowances since 1993
have increased the coverage of social security provisions significantly. For
example, the number of elderly recipients of the MLIELA has grown from
88,000 in 1993 to 273,000 in 1996 (DGBAS, 1998: 155). In addition, there
were 366,000 farmers receiving Old Age Farmer Allowance in 1996 (DGBAS,
1998: 155). Thus, the total number of the elderly receiving MLIELA or Old Age

Farmer Allowance increased from 88,000 in 1993 to about 639,000. In other
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words, the elderly population receiving any form of social allowances
increased from 5.9 % in 1993 to 37.7% in 1996 (the total elderly population in
1996 was 1,692,000 (DGBAS, 1998: 2)). Since there were no major changes
to the benefit provisions of other social security schemes, the coverage of
social security provision among the elderly has increased from one-third to
two-thirds over the period 1993-1996. Thus, the majority of the elderly did

receive some form of social security benefit in 1996.

Table 2.10: Elderly groups with social security transfers in 1993

Elderly group No of elderly, '000 % of all elderly*
persons
Retired public sector employees 70 4.7
Retired military personnel 149 10.0
In middle-to-low Income households 88 5.9
Veterans 137 9.2
Institutionalised elderly 1" 0.7
Aged employees currently in public sector work 6 0.4
Total 461 30.9

Source: Author’s calculations and amendments based on Table 2-13 of CEPD (1995).

*Note: The total number of elderly population is 1,491,000 in 1993 (DGBAS, 1998: 2).
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Conclusion

A dramatic growth of social security programmes has been observed
worldwide during the second half of the 20" century. A strong welfare
infrastructure already exists in East Asian countries, though it is less extensive
compared to Western countries. Although Taiwan established the foundations
of social security in the 1950s, the Taiwanese government has been reluctant
to become a welfare state. In the name of strengthening the capacity to defend
the country against Communist China, and to develop the economy, the KMT
government placed defence and economic development at the top of its
agenda. Thus, for social welfare, it has encouraged a reliance on family

throughout the post-war period.

Even before 1993, Taiwan had already implemented various social security
schemes for old age benefits including social insurance, occupational
retirement payment schemes, Low-Income Household Aids and the Veterans’
Subsidies. However, both social insurance and occupational retirement
schemes have serious problems of low coverage, low benefits and strict
criteria (among occupational retirement schemes) such that only a minority of
workers in the public sector or large private firms can receive decent
retirement payments. For the majority of the elderly population, the
government basically did not intervene and those who do not participate in the

labour market can only seek resource from children or social assistance.

In the 1990s, a process of democratisation took place in Taiwan, and party
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politics have played an important role to establish a more secure safety net for
the elderly people. Most social assistance schemes such as MLIELA and
various social allowance programmes have developed a basis of age
entitlement (i.e. individuals become eligible for some assistance or
participation in a programme on the basis of age). The significant development
is supposed to have had a substantial impact on the economic status of the
elderly, in particular, for those without retirement benefits. However, the effect
of the current social security programmes in Taiwan is still not being properly
assessed. Thus, we shall examine the effectiveness and efficiency of the
current social security schemes in relation to the elderly’s economic status in

Chapter 7.
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CHAPTER 3: ECONOMIC STATUS,
FAMILIAL SUPPORT AND SOCIAL
SECURITY

Introduction

This chapter is divided into three sections. First, Section A reviews the
previous studies of the economic status of the elderly in Taiwan. Section B
examines familial support (in terms of intra-household transfers and
inter-household transfers) for the income security of the elderly. Finally, the

impact of social security transfers is analysed in Section C.
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Section A: The Economic status of the

elderly

Economic status of the elderly in the West

The economic status of the elderly has been the object of considerable study,
probably because it is a universal problem and because poverty is especially
troubling for the elderly. They have few ways to recover from a loss of income,
so a fall into poverty probably tends to be more permanent than for the
non-elderly. Thus the common image of old age has been one of low-income
groups in a society. Most of the early studies regarding aspects of the
economic situation showed that old age was strongly associated with poverty.
In his classic study of poverty in York at the turn of the 20" century, Rowntree
(1901) found a much higher level of poverty among the elderly than in the rest

of the population®’.

Since Rowntree’s time, many of the factors underlying the poverty cycle have
changed. Changes in family size and composition, the increased labour force
participation of women, and above all, the development of social security
programmes may have affected the general level of economic well-being of
families. Nevertheless, Abel-Smith and Townsend’s The Poor and the Poorest

(1965) still found that over two-thirds of the British households with low

*” The major feature of Rowntree’s study was the discovery of “life-cycle” variations in the risk
of poverty. He identified three periods in the life-cycle when there is an increase of poverty:

childhood, parenthood and old age.
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expenditure in a 1953-1954 survey had retired heads. Townsend (1979)
claimed that the percentages of elderly people living alone and in couples who

were in poverty are extremely high in the United Kingdom.

More recently, Tsakloglou (1996) showed that the living standards (in terms of
consumption expenditure, income and non-monetary indicators of welfare) of
the elderly were lower than those of the non-elderly in EU (European Union)
countries in the late 1980s. In some countries (especially Northern EU
countries) the difference in living standards of the two groups was marginal,
whereas in others (mostly Southern EU countries) they were substantial. In the
US, numerous studies have shown that the economic well-being of the elderly
has improved over the past three decades (Hurd, 1990; Smeeding, 1985).
Hurd (1990), for example, indicates that the poverty rates of the American
elderly have declined sharply (28% to 12%) over the period 1967-1984. By
1984, they were lower than the poverty rates of the non-elderly, and they
remained lower through 1987. Smeeding (1985) claims that in 1979, the mean
living standard of the American elderly was 10 to 15% higher than that of the
non-elderly. Thus, economic insecurity in old age is a worldwide problem, but

its manifestations differ in different parts of the world.

Economic status of the elderly in Taiwan

Income or consumption
Some studies in Taiwan suggest that the Taiwanese elderly’s economic status

has not become worse off than the non-elderly’s. For example, Lo (1985)
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shows that the elderly-headed household’s per capita disposable income was
equivalent to 103% of non-elderly households (107% for per capita
consumption) in 1983. In addition, Wang and Chan (1996) show that the
elderly living alone or with a spouse have a higher per capita consumption than
that of households with non-elderly heads (or extended families) over the
period 1984-1992. Based on the Low Income Household Survey, Wang and
Liu (1997) show that the official poverty rate among the elderly has reduced
(1.5% to 0.6%) over the period 1981-1993.

However, the majority of studies show an opposing view, with the financial
position of many Taiwanese elderly being precarious at best. For example, the
General Household Survey indicates that the elderly have a higher poverty
rate than the non-elderly, and the lengths of time during which the elderly are
in poverty are longer than for the rest of the population (Ku et al., 1997). Wu
and Chang (1997) also point out that the elderly had lower average income
than other age groups and four out of five elderly people had a monthly income
below the national average in 1993. Bradshaw and Chen (1996) identified that
households with aged heads were more likely to be less well off than other age
groups in 1991. In terms of poverty, the elderly were twice as likely to fall below

the official poverty line in 1994 than those aged 36-45 (Chen, 1996a).

Moreover, Lo (1985) found that the equivalent income (after adjusting for
household size and composition) of the elderly declined substantially relative
to that of the non-elderly over the period 1976-1983. Similarly, Wang (1994a)
showed the equivalent household consumption of elderly-headed households

compared with that of all households decreased significantly from 91.3% to
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66.8% over the period 1976-1990. Chen (1996a) also found that the
elderly-headed households’ poverty rate had increased from 16.2% to 24%
over the period 1984-1994. However, Chan (1998) showed that although
elderly-headed households had a higher poverty rate than that of non-elderly
households (9.0% vs. 6.3%) in 1986, the former’s poverty rate had been
reduced more significantly than the non-elderly’s (7.5% vs. 6.7%) in 1996.
Thus, the previous studies of the economic well-being of the elderly in Taiwan
suggest that their economic status have become worse off than the

non-elderly’s over time, though there was some sign of improvement in 1996.

One important point that the reader should keep in mind is that the elderly are
not a homogeneous group in terms of their economic status. Analyses
generally show wide differences between subgroups of the elderly. In the US,
for example, the economic status of the “young elderly” in general, is found to
be better than that of the “old elderly” (Radner, 1992; Schulz, 1988). Smeeding
et al. (1987) also found that the older the elderly, the lower their adjusted
disposable income relative to the national mean; this was the case across six
industrialised countries (Canada, former West Germany, Norway, Sweden and
the United Kingdom). In Taiwan, the economically well-off elderly have certain
predominant characteristics: male, younger age, mainlander, higher education,

non-farming occupation, and healthier (Chen, 1996a).

Assets
Although standard of living is often treated as synonymous with income, many
researchers have found that supplementary resources such as assets may be

crucial, especially for the elderly who rely on assets accumulated in their
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working lifetime*® (McKay, 1992; Murray, 1964). Households of the same
income and consumptions are not equally well-off if they have different
amounts of asset wealth*® (Radner, 1990). Many of the elderly possess assets
that “provide housing, serve as a financial reserve for special or emergency
needs, contribute directly to income through interest, dividends, and rents, and
generally enhance the freedom with which they spend their available income”

(Schulz, 1988: 37).

In terms of asset ownership, about half (46.7%) of all Taiwanese elderly owned
savings or property in 1992 while it was 58.3% for those aged 60-64 and
27.3% for those aged 85 or over (Huang, 1993). These figures support the
common belief that the elderly’s assets, as a means of offsetting the drop in
income that typically accompanies retirement, fall as the elderly become even
older. In addition, Huang (1993) shows that about 71% of the elderly’s
resources is in the form of real estate (housing and land) while it is about 28%
for savings. Although the distribution of asset ownership shows that Taiwanese
elderly are in favour of owning housing and land (and that the ownership rate
declines as they age), measures of economic well-being in terms of assets

have often been neglected in Taiwanese research.

* Moon (1977) argues that money income is a less important source of economic well-being
for elderly families since many of them receive no earned income.

“® Radner (1990) points out that the existence of both income and asset tests for eligibility
purposes in some government transfer programmes (e.g. Supplemental Security Income, Aid
to Families with Dependent Children, food stamps in the US) demonstrate the importance of

considering both income and wealth.
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A maijor exception is the study conducted by Lo (1985). In Lo’s work, it was
found that the elderly household head’s (assuming the household’'s asset is
owned by the elderly only) assets alone were in general sufficient to cover
themselves and their spouses’ living costs for the rest of their lives™ (even
without considering the possible interest payments and dividends generated
by these assets). However, the assets owned by the low-income elderly were
not considered by Lo. In addition, there has been no comparison of asset
levels between the elderly and the non-elderly over time. These all need to be
examined in order to understand the relative economic status of the elderly in

the population over time.

Consumer durables

For many researchers, components of assets such as consumer durables
have been treated as non-monetary indicators of economic status. Although
this extra dimension of consumer durable indicators does not give a monetary
value, these durables are presumably acquired at the expense of a
household’s financial saving, either by reducing the level of existing savings, or
by reducing the amounts that people are able to save rather than pay for

durables. To ignore the important contribution of consumer durables to

% According to Lo (1985), the assets of elderly-headed households could cover their
household consumption for up to 7 years in 1983. If we assume these total household
assets belong to the elderly couples (the co-resident children’s consumption being assumed
to be paid by themselves) and divide by the elderly couple’s (estimated) consumption, it was
found that these assets could support the couple’s consumption for about 12 years, a period

approximately equal to the current life expectancy of the elderly after 65.
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economic well-being would be unreasonable. In addition, the incapacity of
people to obtain access to certain key items, such as housing, may lead to

deprivation (e.g. Homelessness) and multiple deprivations.

The impetus for focusing on patterns of consumer durables came originally
from Townsend’s (1979) pioneering British work. He aimed at analysing styles
of living, and developed indicators of deprivation based on items or activities
which are socially-prescribed necessaries. This approach was followed up by
Callan et al (1993), Mayer and Jencks (1989), Muffels (1993) and Nolan and
Whelan (1996). However, these deprivation indicators have never been used

before in the analysis of the elderly’s economic well-being in Taiwan.

Overall, well-being is a complex concept, and will never be captured by a
single statistic. Even economic well-being - a considerably narrower concept -
is difficult to measure. Since the 1980s several studies have begun to assess
the economic status of the elderly in Taiwan with the focus principally on cash
income. In agreement with most other recent assessments, the research
presented here shows a less favourable status for the elderly’s income relative
to the non-elderly. However, other important economic indicators such as
assets and consumer durables have long been neglected or just crudely

measured in the Taiwanese studies.
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Section B: Familial support for the elderly

In Chapter 1, we focused on the changing role played by families in securing
the economic status of the elderly. We showed that the family is still a principal
income source for the elderly in Taiwan though its importance is declining over
time. This section will review the literature concerning the levels and effects of

familial support in the form of inter-household and intra-household transfers.

In the West, Cantor (1980) identifies three distinct types of the informal support
available to elderly people: family members (including, children, spouses,
siblings and other relatives), close friends, and neighbours. The most
important in quantity and types of assistance are children, particularly in
situations where there is no spouse in the home. In Taiwan, adult children are
traditionally obliged to provide financial support to their aged parents; this is
especially true for those who live apart from their parents (Chen, 1996b). In
this thesis, we shall only examine money income since it is often used as the
summary measure of economic status, but we should recognise that a
significant amount of familial transfers take place in the form of non-cash

benefits.

Inter-household transfers

In the United States, Cox and Raines (1985) point out that while most of the
flow of transfers is from older to younger generations, a substantial number of
inter-household transfers take place among households of the same
generation. Measured in dollars, transfers given to younger generations
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account for almost two-thirds of the total transfer dollars. By contrast, the flow
of transfers from younger to older households is small. Such transfers account

for 9% of total transfer dollars given (Cox and Raines, 1985).

In Taiwan, Freedman et al. (1982) found that 87% of Taiwanese couples who
lived in a nuclear unit gave money to the husband’s parents — 40% regularly
and 47% occasionally in 1980. The percentage of children giving financial
contributions still remained the same in 1985°'. Over 90% of children agreed
about the need to share the living costs of their aged parents (Yi and Chen,
1998). When asked about the purpose of the gifts, 46% said it was to help
parents with regular living expenses, 28% said the parents should have “extra”,
and 27% as a remembrance on special occasions (Chang, 1991). Wang and
Wang (1999) showed that sons, in particular, are the most important
supporters for the elderly’'s income (while daughters tend to provide for
household goods and assistance in life). Chen (1996b) reported that 84% of
the elderly received some money from children in 1988. Therefore, much
evidence has shown that financial linkages from children to their elderly

parents® have remained very high in Taiwan over the years.

5! Chang (1991) found that 87% of people gave money to the husband’s parents in 1985 —
42% regularly and 45% occasionally.

52 Although the flow of support is far from being one-way, the proportion of parents making
regular or occasional money gifts to respondent couples was quite low over the period
1980-85. For example, only 1% of the young respondents reported getting money regularly

from the husband’s parents and 8% occasionally (Chang, 1991).
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Lo (1988) supposes that the elderly receive a “net transfer”, equivalent to the
value of their financial transfers from children minus the inheritance given to
children. Chang (1996) shows more than half (57.3%) of the elderly population
were “economically dependent”on children and relatives® in 1989. Provision
from children increases as the aged parents become more needy (Lo, 1987a).
For the elderly who live alone or with a spouse only, one-third of their
household income came from this inter-household transfer (Chan, 1994). And
the lower the household income, the higher the proportion of inter-household
transfer the household receives. Thus, living independently does not mean

that familial support is necessarily weakened.

Chang'’s study (1991) suggests that the amount of transfers from children is
not very large in most cases. Yet, the effect on the parents’ standard of living
(according to survey respondents’ views) was significant: 18% of respondents
said that the effect was very great and 41% said that it had “some” effect
(Chang, 1991). Among the “economically dependent” in 1989, 90.8% said that
they could have sufficient income for their living costs when they received the
support from children or relatives (Chang, 1996). This was about half (52%) of
the total elderly population in 1989. Moreover, 84% of those elderly with main
income source from children were satisfied with their economic circumstances

(Chang, 1999).

While the role of inter-household transfer as an economic support has been a

% The “economically dependent” were defined as those who expressed difficulties to make

ends meet on their, or their spouse’s, income alone (Chang, 1996).
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subject of considerable study in Taiwan, the evaluation of its amount has
received less attention. In particular, previous researchers have not used a
quantitative empirical approach to support their arguments and, as a result,
they did not provide any “new” evidence on what actually happens in
households in terms of income flows. So far, there has been only one study
concerning the effect of inter-household transfer on the income position of the
Taiwanese elderly. Kwon (1999) shows that private (inter-household) income
transfers from the family do make significant contributions to the income of
elderly households in Taiwan; in particular, in the poorest (bottom decile
income) single elderly households. However, Kwon (1999) points out that this
transfer still failed to secure the living standards of elderly households (even to
reach half of the poverty line). Kwon did not examine the effectiveness of

poverty reduction by inter-household transfers.

Intra-household transfers

The extended family structure is usually a simpler, more efficient way of
providing for needy relatives than supporting them in separate households
since there will be economies of scale associated with the resulting larger
family. This living arrangement for the elderly has had a direct bearing on the
level and stability of their economic well-being. In the US, Rendall and Speare
(1995) found that the elderly’s poverty rate has been very effectively reduced
(from 42% to 13%) by co-residence with children, in particular, females
account for almost all the alleviated poverty. Morgan et al. (1962) concluded
that 73% of the elderly in the US improved their economic situation by living

with relatives, and that only 5 % of co-resident elderly were worse off than if
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they lived alone. Economic incentives are among the most important motives
for such extended families®; family ties seem to provide the basis for
redistributing substantial amounts of resources in line with the needs and
capabilities of the older generation. Failure to consider this “intra-household”

effect may distort any comparative analysis of the elderly’s economic status.

Historically, Chinese culture has emphasised strong familial relations, the
extended family structure, filial piety and dependence on sons for support in
old age. In Taiwan, the living arrangements of the elderly have also had
important implications for their economic position. Many studies have noted a
significant increase in the poverty rate among the elderly living separately,
compared with those elderly co-residing with non-elderly (for example, see
Cheng, 1998). Smeeding and Saunders (1998) also found that the poverty rate
among the elderly in Taiwanese extended families fell from 46% to 25% due to
income pooling with other non-elderly family members. However, Smeeding
and Saunders did not evaluate the levels of intra-household transfers among
Taiwanese elderly. Although the potential importance of familial support is
undeniable, there has, up to the present, been no study evaluating both the
inter-household and intra-household transfers, and their total effect on poverty
alleviation in Taiwan. Thus one aim of this study is to investigate the impact of
both types of transfer from children in order to shed more light on Taiwan’s

family-based anti-poverty policy.

% In the US, nearly 30% of all elderly families live with relatives in extended family

arrangements, often for economic reasons (Murray, 1971).
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Section C: Social security and the income

of the elderly

In recent years, many governments have started to assume responsibility with
social security programmes focusing on their elderly populations. Most social
scientists, policy makers and citizens who support the welfare state do so in
part because they believe social security programmes help reduce the
incidence of poverty. Kenworthy (1998) assesses the effects of social welfare
policy on poverty across 15 affluent industrial nations over the period
1960-1991 and strongly support the belief that social welfare programmes
reduce poverty. Danziger et al. (1981) surveyed eight studies of public
transfers for their anti-poverty effectiveness, all indicate large reductions in
poverty after public transfers are added — in some cases over 75%. In
particular, the expansion of social security has been a major factor in the

improved economic status of the elderly in the United States (Hurd, 1990).

However, many critics have also pointed out that a substantial share of public
transfers support the middle and upper classes rather than the poor. In the
United States, for example, more than half of the transfer payments and tax
benefits dispensed by the federal government in 1991 went to households with
income over $30,000, more than double the poverty cut-off for a family of four
(Howe and Longman, 1992). And in most of other industrial nations social
welfare is even more universal in nature, that is less targeted toward the poor,

than it is in the United States (Esping-Andersen, 1990). Nevertheless, enough
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money reaches the poor that, in the absence of any detrimental effects®™ of
social welfare programmes, one would expect them to have at least some

poverty reducing impact.

In Taiwan, Ku (1997) claims that social welfare programmes in fact fail to
reduce poverty because too small a share of transfers actually reaches the
poor. For example, he points out that privileged groups receive three-quarters
(74.9%) of social welfare expenditure in 1991 though they account for less
than 9% of the total population. As Wang (1994b) points out, expenditures on
social assistance are limited, so this does not affect the income share of the
bottom quintile. On the other hand, Li (1997) suggests out that though the poor
(defined as the bottom 20% of income distribution) elderly received the social
welfare benefits®® exceeding the taxes and contributions they paid, the
nonpoor elderly received a higher net benefit because they received a

considerable number of old age pensions and tax benefits.

Kwon (1999) suggests that the means-tested public transfers in Taiwan do

contribute to the income of the poorest (bottom decile income) elderly couples,

% This is the argument that, for many poor individuals with little in the way of marketable skills
it makes sense financially to live off government transfers rather than take a low-wage job.
Murray (1984: 9) concludes that this must be due to the perverse incentives created by an
excessively generous social welfare system: “We tried to provide for the poor and produced
more poor instead”.

% The comprehensive welfare expenditures included public welfare spending, education, tax

savings, philanthropy, direct inter-family gifts, and wage diversion (Li, 1997).
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although they are at a lower level than inter-household transfers. On the other
hand, the elderly who live alone depend equally on inter-household transfers
and public transfers. Kwon (1999) suggests that public transfers in Taiwan do
make an important contribution to the income of the elderly living alone or with
a spouse only, but the transfers are not sufficient enough for these poor elderly
(living separately from children) to escape poverty. Nevertheless, the effect of
social security on poverty gap reduction and its efficiency, especially among

the elderly has not been sufficiently studied up to now.
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CHAPTER 4: RESEARCH
QUESTIONS, DATA AND METHODS

Introduction

Chapters 1 to 3 have set out the context of the study, reviewing relevant
academic literature concerning the economic status of the elderly over time,
and the effects of familial and social security transfers in relation to the
elderly’s economic status in Taiwan. In order to measure these effects on a
national scale, two main requirements need to be fulfilled. The first is that we
need a comprehensive set of household survey data; the second is that a
methodology for determining the economic status of survey respondents is

needed.

This chapter is divided into three sections. Section A presents the research
questions for this study and Section B considers the choice of a suitable
dataset and the limitations of those available. The final section, defines
“economic status” (in terms of three indicators - income, assets and consumer
durables) and poverty indicators (based on these three economic indicators)
and how to measure them. As far as possible, technical issues have been

relegated to the Appendices.
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Section A: Research Questions

We shall raise three major questions in the following three chapters.

Chapter 5

First, in Chapter 5, we shall examine the past trends and the current economic
status of the elderly under rapid social change; in particular, how well have the
elderly fared in Taiwan’s rapidly changing society compared with the
non-elderly population? In addition, some other questions will be asked as

follows:

® Have the elderly all equally participated in the economic boom or is there
a difference depending on living arrangement?

® How do income levels, income inequalities and income sources vary
between the elderly and the non-elderly over time?

® How does the economic status of the elderly based on change with the
additional consideration assets and consumer durables?

® What is the disparity by income level for relative assets holdings and
consumer durables in the case of the elderly households and non-elderly
households?

® How much assets do elderly households possess to withstand

emergencies, unexpected expenses or loss of income?

Chapter 6

In chapter 6, the changes in the role of transfers from children on the income
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position of the elderly will be examined; in particular, how extensive is familial
support from children to the elderly? Moreover, some other questions will be

asked as follows:

® Do the elderly co-reside with children because of the economic incentive?

® How important for the elderly are transfers from children in the reduction
of poverty?

® |s there a link between sex and the distribution of transfers from children
to elderly incomes and how has this changed over time?

® Do the elderly living separately from children receive fewer transfers

compared to those living with children?

Chapter 7

Finally, in Chapter 7, we shall examine what was the relationship of social
security programmes to the income security of the elderly? In addition, we will

be particularly interested to answer the following questions:

® Have social security transfers been adequate to help low-income
households in need?

® Have social security transfers effectively reduced the elderly’s poverty rate
and income inequality?

® How effective and efficient are public transfers in fighting the poverty gap?

® How effective was each social security scheme (social insurance,
occupational retirement schemes, social assistance and social allowances)

in providing benefits?
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Section B: Dataset

It is important at the outset to note that any analysis of the questions to be
considered is constrained by the data used. The availability of micro-data
based on large-scale household survey datasets, and the advanced software
packages available today, have allowed us to make a more complete
examination of the questions set out than ever before. For our study, ideally,
one would expect the dataset to comprise the socio-economic characteristics
of an individual, household income (or consumption), income sources
(especially inter-household transfers and social security transfers), assets and
consumer durables. In particular, the data about individual income would be

helpful to explore more about intra-household transfers.

Currently three large-scale surveys concerning Taiwanese elderly and their
economic status are available, namely the Old Status Survey (OSS), the
Survey of the Elderly’s Health and Living Status (SEHLS), and the Survey of
Family Income and Expenditure (SFIE). The SEHLS does contain abundant
information, such as the elderly’'s “number of living children” and

“self-assessment of economic status™’

. The OSS details the proportions of an
elderly person’s major income sources. Both surveys only focus on the elderly

population and do not provide actual figures of assets, consumer durables and

% This is in comparison with people of the same age (i.e. above average, about average,
below average), and the range of income per month (NT$ 3,000 or less, 3,000-4,999,

5,000-9,999, 10,000-14,999, 15,000 or more).
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the exact amount of cash income from public or private sources. In common
with most previous analysis in this area, we are interested in comparing the
objective living standards rather than subjective evaluations of individual
income adequacy. Neither, the OSS nor the SEHLS are therefore suitable for

our analysis.

The SFIE, on the other hand, is a multi-purpose annual cross-sectional survey
providing a rich collection of detailed data about Taiwanese households. The
SFIE is conducted annually and uses “household” and “person” as statistical
units. For annual cumulative statistics, the reference time is the one-year
calendar period (January 1 to December 31) of the relevant year. For “static
data”, the reference time is the end of the relevant year. This includes detailed
information on individual socio-economic characteristics (age, sex, marital
status, ethnicity, residential locality, educational attainment, and occupation,
etc.), income levels (individual and household income), income sources
(earnings, property income, inter-household transfers, social security transfers,
etc.), household assets (available from 1976 to 1994) and consumer durables
(i.e. as colour television, telephone, air conditioner, refrigerator, washing

machine, car, etc.).

The major forms of assets covered by the SFIE are categorised into four
groups: residual land, private residence, other buildings, and other assets
(land, factories, shops, livestock, transportation vehicles, machines, and
equipment). The record of financial assets only exists for 1976 data and it is
difficult to analyse its trend over time. Thus we only measure four major forms

of assets from the SFIE. Regarding the individual social security schemes, this
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survey includes data on the transfers from social insurance (since 1993) and
occupational retirement schemes (since 1994), Low-Income Household Aids,

Old Age Allowance (since 1994) and Old Age Farmer Allowance (since 1995).

Distinct from the OSS and the SEHLS, the SFIE enables us to compare
economic status between the elderly and the non-elderly. A modified version of
the SFIE dataset has also formed part of the Luxembourg Income Study (LIS)
database, a collection of almost 100 surveys in 27 countries spanning selected
years from 1970 onwards (Bradshaw and Chen, 1996). For this, and the above
reasons, it is no wonder that the SFIE has been by far the best and most
frequently used dataset for assessing the economic well-being of the elderly in
Taiwan (for example, see Chan, 1998; Lo, 1985; Lo, 1987a; Wang and Chan,
1996; Wang, 1994). In this thesis, we shall use data from 1976 to 1996,

because the earliest available electrically-stored data is for 1976.

Data quality
While the data set offers an excellent resource to explore the economic
position of an individual, the quality of this data should be examined in three

aspects: consistency, under-representation and under-reporting.

Consistency

Over the period 1976-1996, the majority of the SFIE indicators concerning
socio-economic status, income, assets and consumer durables have been
remained unchanged over time. However, there are modern household
equipment (e.g. personal computer and cable TV) and income entries (e.g.

social insurance, occupational retirement schemes, low-income household
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aids, or social allowances) that have been introduced in recent years.

Under-representation

Even though the SFIE is a very rich source of data for distribution-related
studies, it should be noted that the elderly are very likely to be
under-represented in the original (unweighted) samples of the SFIE. This is
probably the consequence of two factors. First, the coverage of the survey is
only on non-institutional households, inevitably excluding the
elderly-dominated institutionalised population. The majority of these elderly
were likely to be male, Chinese mainland-born veterans. Given that the
proportion of elderly living in institutional households is quite low®, the overall
picture of living arrangements provided by the survey data based on private

households only is unlikely to be seriously distorted by this omission.

The second factor is the very probable greater extent of non-cooperation of
households which are headed by elderly persons compared with households
headed by non-elderly persons®. Since in Taiwan the very old elderly (aged
75+) are likely to experience a lower economic well-being than the young

elderly (see Chen, 1996a), we should bear in mind that in most cases, the

% This accounted for about 1% of the elderly population in 1996 (MOI, 1997).

*® This is especially true in some countries for very old persons (see Kemsley, 1975). In
Taiwan, based on a survey representing the non-institutional population, Chan (1994) found a
lower proportion of sampled “very old elderly” (those aged 75 and older) in the sampled elderly
population (27.8%) than the proportion in Taiwan’s household registration data (29.3%) in

1988.
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“true” relative status of the elderly could be slightly lower than that implied by
the estimates reported below. However, the degree of this

under-representation is unlikely to affect the estimation significantly.

Under-reporting

Past research has shown that differences in under-reporting of total income by
age affect data on the relative positions of elderly and non-elderly households
(Radner, 1982). This is usually due to respondents who do not know,
remember incorrectly, refuse to answer, or give false information, out of anger
or fear of government retribution. The elderly rely more heavily on income
types such as interest payments or inter-household transfers that are reported
relatively poorly. This can produce substantial underestimates of income and
distort our view of the relative income positions of various socio-economic
groups, especially for comparing elderly and non-elderly populations. An
adjustment for under-reporting shall be expected to raise the income of the
elderly relative to that of other age groups. However, it was not feasible to
apply an adjustment for under-reporting in the study presented here since such

adjustment is a complicated process.

Considering assets, the SFIE was not particularly designed to collect data on
assets, thus they do not fully exploit the potential for analysing the pattern of
asset holdings. Assets data from surveys are often considered to be of doubtful
accuracy, and estimates of the upper tail of the asset distribution usually are
particularly poor. Since our focus on the middle and lower portions of the asset
distribution; the SFIE offers a good resource for the type of analysis discussed

in this study.
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Section C: Methods

It could be argued that the main conclusion of this thesis is that any
assessment of the living standards of elderly people is fundamentally
dependent on the hypothesis made in the analysis and the methodology
adopted. It is therefore important to provide a detailed discussion of the
technical issues involved, and it is unavoidable that some of these issues must

be discussed prior to the presentation of results.

This section can be broadly divided into two parts: definitions of economic

status and measurements of economic status.

Part A: Definitions of economic status

Since the primary objective of this research is to assess the economic status of
the elderly, the first question arising from this objective is what do we mean by
the term economic status. Despite the extensive and growing cost of public
transfers for the elderly, there has been no consensus on a “measuring stick”
with which to assess progress in improving the elderly’s economic well-being.
This is because economic status is a multidimensional concept. Moon (1977)
suggests that an accurate indicator of economic status should capture a
family’'s command over all goods and services; thus, we shall review the
studies relating to the economic status by various measurements in the rest of

this chapter.
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Income
We begin our discussion of the elderly’s economic status by looking at the
income they receive. Income is not the only resource directly or indirectly

contributing to economic welfare, there are other important kinds of resources

I60 |61

such as human capital®™, social capital®’, and access to basic health care, etc.
Sen (1992) suggests that an adequate income not only enables an individual
to elementary needs such as food, transport and housing, but also contributes
greatly to a number of kinds of social participation, not least being able to
appear in public without shame. Moreover, there is also evidence that life
satisfaction among the elderly is positively related to their income level
(Leonard, 1982). As Mollie Orshansky argues, “while money might not be
everything, it is way ahead of whatever is in second place” (Schulz, 1988:19).

Thus, it is important to consider income as our indicator for measuring

economic status for the elderly.

Smeeding et al. (1993) suggests that the economic well-being of households is
determined by both cash and non-cash income. As many studies have shown,

the elderly receive a substantial amount of income in non-cash forms (Hurd,

% Human capital can be measured by an individual’s level of education and it provides the
potential for one’s family to live. For detailed discussions, see Becker (1964).

% Social capital exists in the relations among persons. Coleman (1988: s101) points out that
“a group within which there is extensive trustworthiness and extensive trust is able to
accomplish much more than a comparable group without that trustworthiness and trust.” A
case that illustrates the value of trustworthiness is that of the rotating-credit associations of

Southeast Asia and elsewhere (Coleman, 1988).
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1990; Moon, 1976; Smeeding et al., 1993; Steckmest, 1999). For example,
Moon (1976: 253) suggests that non-cash income to the elderly total more than
10% of the size of their current cash income. These include health care,
education, childcare, transportation, food, and other subsidies from the
government. As Moon (1976: 253) puts it: “cash income fails to capture all the
resources which enable a family to command goods and services”. In addition,
“noncash income may also be provided to private households by private third
parties such as employers, or by the household itself as in the case of imputed
return from durables such as owned housing (imputed rent®2) or automobiles”
(Smeeding et al., 1993: 232). However, governments normally provide the

largest amounts of non-cash benefits®,

In order to fully appreciate the government’s role in income distribution, it is
desirable to consider not only cash but also those non-cash transfers and
taxation transfer. The inclusion of such transfers can provide a more accurate
guide, compared with the standard cash income measures, to the resources
available to families or to the living standards achieved by families.
Nevertheless, the measurement of non-cash income to individual households
based on micro-data is a formidable task (Smeeding et al., 1993). Thus such

an attempt would go far beyond the scope of this thesis. Here, we shall include

®2 The imputed rent is the rent they could otherwise receive, or the rent they would be paying if
they rented this housing.

® it should be noted that studies of non-cash income have been mainly based on the
developed countries, which generally provide more non-cash welfare programmes than in the

developing nations.

124



only the imputed rents of owner-occupied housing simply because it has been
recorded in the SFIE. Therefore, the term household income here refers to the

household’s cash income plus its imputed rents.

The analysis of income performed here uses the disposable income rather
than the gross income®. Although the gross income could be used as
measure of economic status, this income measure is an administrative
concept rather than a real living standard. This is because the elderly tend to
pay less on taxes (due to retirement), interest payments (due to less capacity
to borrow), mortgage, social insurance contributions (due to retirement) and
outgoing private transfers. Thus the gross income is far from an ideal measure
for economic status of the elderly. In this study, disposable income refers to
income, including social security payments and imputed rents, net of taxes,
interest payments, mortgage, social insurance contributions, and outgoing

private transfers.

Assets

Asset as an annuity vs. short-term adequacy

Assets and income are difficult to combine, since income is a flow while net
worth (i.e. assets less liabilities) is a stock (Weisbrod and Hansen, 1968). The
combined result is often controversial (Radner, 1990) and it cannot be

evaluated unless “the purpose the measure is to serve is enunciated”

64 . . . e . .
This refers to the annual household income before taxes and social insurance contributions,

interest payment, private transfers, etc.

125



(Projector and Weiss, 1969: 14). However, there have been several attempts
to combine these two economic resources into one measure of economic
well-being®®. Following Murray's (1964) “asset as an annuity” method®, a
family could in principle liquidate all its assets and purchase an annuity for the
remaining lifetime. This measure, however, was criticized on the grounds that it
fails to take into account the future savings potential of non-elderly households
(Projector and Weiss, 1969). In addition, Murray (1964) also admits, the
possibility that this procedure may not be justified because of both the

feasibility and desirability of individuals' asset management.

The whole topic of combining income and assets into a single measure is very
controversial and no fully satisfactory method of combining these into a single
measure exists at this time. Hence, our approach does not implicitly spread
assets out over the expected lifetime as the “asset as an annuity” method does.
As Radner (1990: 3) points out, when the economic status of age groups is

compared, the important question usually is “how well off each age group is

® gee for example, Murray (1964), Radner and Vaughan (1984), Radner (1990), and
Weisbrod and Hansen (1968).

® Murray (1964) suggests that assets can be assumed to be capable of earning a 4% annual
rate of return. The principal and the appropriate interest amounts are divided over the
expected remaining years of the individual’s life in equal annual sums so that the assets will be
exhausted at the end of that period. The annual amount computed in this way is added to the
current annual income less income actually received from assets. Nevertheless, this technique
is subject to many conditions and considerations for the individuals involved. See also

Weisbrod and Hansen (1968).
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now, not at some past or future time”. As suggested by Radner and Vaughan
(1984), assets can be viewed as being used either to provide the ability to
withstand emergencies, to pay for income loss or for large uncertain expenses
(e.g. medical expenses). Therefore we shall examine the value of a
household’s assets separately from its income. We are most interested in the
short-term "adequacy” of the economic resources of households. Thence, it
should be noted that this study only attempts to serve as a preliminary study

for the economic resources of the elderly in Taiwan.

Definition of assets
As Friedman and Sjogren (1981: 17) suggest, the major forms of assets

owned by the elderly can be put into the following five groups®’:

1. Total assets (the aggregate of equities in all assets)
Home equity® (the value of the home less any outstanding mortgage)
Liquid assets (savings, current accounts, stocks, and bonds)

llliquid assets (equities in business and real estate)

o > 0 DN

Retirement assets®® (Insurance policies and annuities)

® The broader definition of assets also includes precious paintings, antiques, and human
capital. However, these assets are very difficulty to access or even to estimate.

® Ownership of a home wholly or primarily debt-free represents a less liquid asset than
financial assets. However, it also functions as a liquid asset in the sense that it could replace
income otherwise required to be spent on rent or mortgage payments (Crystal and Shea,
1990).

% Retirement pension schemes represent another form of assets. They are often referred to
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Many studies have attempted to estimate the monetary value of retirement
assets and consumer durables. The former is normally defined as the present
value of the future stream of benefits (such as a pension) a qualified person
will receive. It can be regarded as a “social security wealth” (Wolff, 1994: 144)
which also tends to include occupational pensions. Consumer durables include
cars, televisions, furniture, household appliances, and the like. Takayama
(1992), for example, estimates the value of each consumer durable in 1984
based on the Japanese National Survey of Family Income and Expenditure’.
However, the evaluation of “social security wealth” or consumer durables will
be excluded in this study. The main reason is that the evaluation processes are
too complicated and such an attempt would go far beyond the scope of this

thesis.

Since there is no debt or liabilities data in the SFIE, we only can assess the
asset holdings rather than the net worth of households. The major forms of
assets covered by the SFIE are categorised into four groups: residual land,
private residence, other buildings, and other assets. The lump sum component
of some old-age benefits (e.g. social insurance or occupational retirement

schemes) will be regarded as income rather than assets. Here, assets will be

as non-fungible because they cannot be traded or mortgaged (by contrast, the other four types
of assets listed above that are typically referred as fungible) (Friedman and Sjogren, 1981).

7 This dataset contains the amount of each major consumer durable held in 1984, and the
amount purchased during 1984. Then Takayama estimates the value of each consumer
durable by multiplying the quantity held with the unit purchase price in 1984, and then

subtracting the depreciation. For detailed discussion, see Takayama (1992).
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considered here as a simple store of value and a source of potential

consumption’".

Consumer durables

As Moon (1976: 253) points out, “cash income fails to capture all the resources
which enable a family to command goods and services”. As noted in Chapter 3,
the ownership of consumer durables represents the command that the person
has over goods and services. Townsend (1979: 31) suggests, that by relating
deprivation “scores” to resources, people with resources “so seriously below
those commanded by the average individual that they are, in effect, excluded
from ordinary living patterns, customs and activities” could be identified.
Townsend’'s work was a ground-breaking study, yet it is not without its
criticisms. Many critics have focused on the point that observed differences in
living patterns may be attributable to differences in tastes rather than
resources. For example, Piachaud (1981: 421) argues that Townsend has left

out a vital factor — choice:

“To choose not to go on holiday or eat meat is one thing: it may interest
sociologists, but is of no interest to those concerned with poverty. To have little

or no opportunity to take a holiday or buy meat is entirely different.”

™ Note that assets such as housing and other property are normally less readily marketed
than assets such as shares and bonds. In addition, owner-occupied housing is not normally
acquired as a reserve for contingencies, but rather for the services and satisfaction it yields for

family living (Murray, 1964).
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Research concerning the choice’® of consumer durable indicators seems
particularly difficult as they need to be “taste-free”, yet relevant for all ages. An
attempt to construct such an indicator, albeit a rather crude one, is presented
below. The choice of the items here has been determined by what was
common to the surveys. Based on the SFIE, we construct ten indicators for
assessing consumer durables following three main criteria set up by Townsend
(1979), i.e. housing condition™, consumer durables and sufficient space. This
attempt to construct such indicators, admittedly a rather crude one, is as

follows.

The housing condition selected is a dwelling with mains water (either belong to
the house or shared) while the consumer durables are: colour television,
telephone, air conditioner, refrigerator, geyser (water heater - gas or electric),
washing machine, kitchen extraction fan, and car. Further, a yes/no variable
has been constructed to indicate “large residence space” in terms of square

{74

feet per equivalent adult™ in the dwelling being more than 8 pins (or 26.4 sq ft).

2 A later study by Mack and Lansley (1985) attempted to respond to these criticisms in a
number of ways. In the selection of items for inclusion in the deprivation index, they made use
of respondents’ stated views about whether particular items or activities constituted
“necessaries” (Mack and Lansley, 1985: 38). To assess the role of tastes, they also asked
those who did not have a particular item or activity whether they “would like, but can't afford”
that item.

™ Townsend (1979) classifies three aspects of inadequate housing: structural defects
rendering housing unfit, lack of basic amenities, and inadequate space or overcrowding.

4 . ", .. .
™ In order to assess the household size and composition, we divide the residence’s floor area
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However, we have to bear in mind that these indicators can only serve as a
reference point, since a particular indicator may relate to one’s life style rather
than actual economic status’™. For the construction of the non-monetary
indicator, a score of 1 is assigned for each item available to a household, and

then the sum of all the scores is calculated.

Equivalence scales

It is generally accepted that a single person does not need as great an income
as a couple to be equally well-off, and that the presence of children in a
household imposes extra costs, but that these additional costs may not be as
great for children as for additional adults. In Taiwan, some previous studies’®
concerning the economic status of the elderly can be questioned because they
adopted “per capita” household income (or consumption). This approach is
likely to overestimate the income or consumption level of elderly households

since they generally have smaller household size.

A variety of methods have been proposed to derive equivalence scales, that is,

measures of the relative needs of households differing in size and composition.

by the OECD per adult equivalence scale factor (see the description below) for the household.
We assume that children demand less space and that the “economy scale” of consumption
also applies to living space. A similar measure based on living area in terms of square meters
per equivalent adult has also been applied by Tsakloglou (1996).

™ For instance, an elderly man who lives alone may not possess a kitchen extraction fan since
he may not cook often.

’® See for example, Chen (1996a), Lo (1985), Lo (1987a) and Wang and Chan (1996).
131



Buhmann et al. (1988) claim that the levels of poverty rates and inequality are
somewhat sensitive to the choice of the equivalence scale. By contrast,
Atkinson et al. (1995) argue that the sensitivity between poverty and
equivalence scale used is not terribly significant. However, there is no one
approach universally accepted since “each of the (equivalence) scales has its
own strengths and its own weakness” (Whiteford, 1985: 103). Therefore, we
do not enter the debate about the selection of best equivalence scales. Rather,
we take a pragmatic approach of choosing one particular option for assessing

the equivalent income that is currently used by many researchers.

For this study we shall choose the OECD equivalence scale’’. We make no
claim that this is the best scale to use, but simply that it is a familiar scale. The
equivalent income of a household is calculated by dividing the household
- disposable income by the equivalence scale value. Radner and Vaughan
(1987: 111) also suggest that it is appropriate to adjust assets as well because
here “assets can be viewed primarily as a resource for consumption in the
short run and that resource is being viewed as spread over the persons in the
household”. Thus, the equivalent asset (i.e. asset per adult equivalent) of a
household is calculated by dividing by the household asset value by the OECD
equivalence scale value. For convenience, we assume that the income, assets
and consumer durables of the household are resources for all members of the

household and only for members of the household.

77 The scale is as follows: the first adult is valued 1.0 and subsequent adult 0.7. Adult is
defined as aged 18 or over; those under 18 are defined as a child with a factor 0.5 for each

child (OECD, 1982).
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Part B: Measurements of economic status

Types of poverty lines

A poverty line is defined as an income level below which people are called poor,
and above which people are called non-poor. The definition and the criterion
used to set the poverty line play a crucial role in the measurement of poverty
since it is an intricate process whose outcome is highly sensitive to the
measurement method applied. Five approaches are proposed by Deleeck et al.

d8, deprivation

(1992) to derive the poverty line: the official (or political) metho
indices (see “Consumer durable poverty” below), the absolute method (or the

budget method)™, the relative method and the subjective method %.

™ This takes a minimum income that is set by social security or tax regulations as a poverty
line. Generally, the minimum guaranteed income in social assistance is used. One might
assume that these rates reflect a political consensus (or, at least, a majority view) on the
minimum level of income acceptable in a particular society.

" The absolute method involves prescriptive definitions based on the assertions of experts
about people’s minimum needs. For example, nutritional experts are asked to assess the
minimum needs of individuals with respect to food, clothing, housing, etc. This method was
first conducted by Rowntree (1901) and it remains a broadly advocated approach (particularly
by Bradshaw et al.(1987)).

% This approach represents a radical departure from the previous ones. It relies on direct
questioning of the population about their views about minimum income needs. The method
therefore takes account of the fact that poverty is a socially constructed category, and is not

something that can be determined by an outside observer without regard to the circumstances
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Nevertheless, all these approaches face formidable problems at conceptual
and empirical levels, and no single approach is likely to suffice (Callan and

Nolan, 1991).

In this study, however, we only select the relative method as poverty measures.
This approach aims to set a standard which is commensurate with societal
living standards or expectations. A consequence of using relative poverty lines
is that a nationwide improvement in incomes, which leaves the relative
positions of households unchanged, has no effect on the measurement of

poverty rate.

Poverty measures: headcount poverty

Income poverty

Given a certain poverty line, there are several ways to express the total extent
of (income) poverty. Still the most popular overall measure of poverty is the
“headcount”, the number of poor persons or households. The relative poverty
rate is defined as the percentage of persons living with incomes below 50% of
the median disposable income of all households. Our definition is in line with
well-established theoretical perspectives on poverty (Townsend, 1979). Such a
measure is now also commonly employed by the OECD (Organisation for
Economic Co-operation and Development) countries and other international

organisations (Smeeding and Saunders, 1998).

and values in the surrounding society (see van Praag et al., 1982).
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The disadvantage of the relative poverty measure is that the choice of the
“cut-off” level and the equivalence scale is largely arbitrary. Since it is possible
that large numbers of households may have incomes that are just below or
above a chosen poverty line, we will use two alternative poverty cut-offs.
These are taken as 40% and 60% of the median and for convenience we refer
to those below the first as being in “severe poverty” and those below the

second as being “in or near poverty”.

Asset poverty

In addition to the poverty rate based on income, we shall also conceptualise
poverty for households falling below certain asset levels. According to Wolff
(1990:160), the asset (or wealth) poverty line is derived as “the product of the
official poverty line (based on income) and the ratio of median household
wealth to median household income”. Following Wolff's example, the asset

poverty line will be set at 50% of the median equivalent asset in this thesis.

Consumer durable poverty

An alternative way to assess poverty is in terms of exclusion from the norms of
conditions of life of the society, due to lack of resources. In order to capture this
aspect of poverty, one has to construct a deprivation index (or consumer
durable poverty) measure for consumer durables. The deprivation indices
attempt to measure poverty through the non-possession of a number of goods,
non-participation in certain activities and non-use of certain services (e.g.
quality of food, clothing and dwelling, household possessions, use of health
and educational facilities). This method was pioneered by Townsend (1979)

where he constructs a “deprivation index” based on twelve indicators (from an
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original 60 included in his survey) of standard of living, such as the lack of a
refrigerator, no holiday away from home in the last twelve months, and the lack
of a cooked breakfast most days of the week. Townsend stated that a score of
five or six or more on this index was “highly suggestive of deprivation” though

the deprivation score itself is not used as a definition of poverty®'.

The analysis of poverty using these non-monetary indicators should give
additional insights for describing the living conditions of the elderly. In addition,
measures based on deprivation indicators are less sensitive to wide
fluctuations in income which can cause problems for the assessment of
poverty. Indeed, it could be argued that “an overall index based on a set of
deprivation indicators provide a better measure of “permanent” or long run

poverty than would survey estimates of current income” (Whelan, 1993: 26).

In our study, the consumer durable poverty line for an individual will be set at a
score of less than 50% of the median score (for all households) for the ten
selected basic durables as discussed above. For the construction of the
non-monetary deprivation indicator a score of 1 is assigned for each item
unavailable to a population member, and then the sum of all the scores is
calculated. In order to identify the least privileged members of the society,
Tsakloglou (1996; 1998) tries to focus on multiple poverty indicators (in terms

of income, consumption and consumer durables). In our study, we shall adopt

®' Piachaud (1981) criticises making an income threshold based on the deprivation scores.
Mack and Lansley (1985) have developed and improved this method by introducing a measure

of poverty based on the social perception of needs.
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multiple poverty indicators based on income poverty, asset poverty and

consumer durable poverty indicators.

Income inequality

Another useful measure of the distribution of equivalent income is income
inequality in terms of the Gini coefficient, which measures the extent to which
an actual distribution differs from an exactly equal distribution. It ranges in
value between 0 and 1; the higher the coefficient, the greater the degree of

measured inequality.

Mean versus median

Mean amounts of income and assets have often been used in analysis of the
economic well-being of different groups. However, there are certain problems
in using means to look at the situation of a group. As Quinn (1987) points out,
medians generally are more representative of the typical units in a group than
means because the former are less affected by extreme values. Where
possible, medians, rather than means, are used in this study. When sources of
income, familial support or social security transfers are examined, it is more
meaningful to use means rather than medians in these contexts, because
some of the elderly may not have such income sources (e.g. social
assistance).

Money and real value

Throughout this study, all income and assets from 1976 to 1996 are converted
to constant 1996 NT$ (1US$= 30 $NT; 1£= 50 NT$) using the consumer price

index.
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Unit of measurement

In the case of multi-person households, there is a choice in analysis between
“weighting by households” and “weighting by persons”. For the first approach,
each household is counted once, regardless of the number of persons in the
unit. Thus, the low income of a household of one person would be given the
same weight as, say, the loyv income of five persons. In the second approach,
the household is counted once for each person (of any age) in the household.
The use of the “weighting by persons” concept differs from the income
concept used in much previous work (for example, see Bradshaw and Chen,
1996, Chen, 1996a; Lo, 1985; Lo, 1987a; Wang and Chan, 1996; Wang, 1994),
which has often compared the income of households headed by the elderly to

households headed by younger persons.

Since one of the main purposes of this study is to evaluate the economic
status of the elderly in comparison to the non-elderly, the distributions used are
distributions of persons, not households. Our approach assumes that the
well-being of the elderly population is the true subject of interest, rather than
that of households headed by the elderly. Crystal and Shea (1990) suggest
that this concept allows us to group persons by their own individual ages rather
than that of the head householder. Moreover, Jenkins (1991:457) points out
“people - not households or families - experience poverty”. This approach is
attractive since this method presents a more accurate result for the economic
status of the elderly where equal weight is given to all individual persons, both

elderly and non-elderly.
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Unit of categorisation

Considering the unit of categorisation, all economic indicators operate on a
household basis, since families tend to make income, asset and consumer
durable decisions jointly and over time for future consumption needs. In this
study, the elderly generally are divided into three groups according to their

living arrangements.

® Lone elderly are defined as elderly individuals living alone.

® Elderly couple is defined as a two-person household containing only the
elderly people. It is assumed that these two elderly persons are a married
couple, though no marital status indicator is included in the survey data
over the period 1976-1987.

® Co-residing elderly are those who belong to an extended household

containing both elderly and non-elderly individuals.

Although there is a possibility that there are more than two elderly persons
living together, this is excluded from consideration in order to simplify the
analysis. In addition, lone elderly and elderly couples will be referred to as
“independent elderly” while the “elderly household” here is defined as a
household having at least one elderly individual. We will refer to “all elderly”
and “all non-elderly” as elderly individuals and non-elderly individuals

respectively, regardless of their living arrangements.

Equal sharing assumption
Household members are assumed to “pool” their individual resources and

these pooled resources are redistributed equally based on need. Our
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distributions are derived by assigning to each household member attributes of
the household such as equivalent income, equivalent asset and consumer
durables. In doing so, it is implicitly assumed that the distribution of resources
within the household is equitable. Although this is a very common assumption
in distributional studies, there are grounds to suspect that it is not necessarily
correct (see the discussion in Chapter 6). Moreover, a household is defined as
being poor (e.g. asset poor) if its average level of resources falls below the
(asset) poverty line. In other words, an individual is poor if he or she is a

member of a poor household.
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CHAPTER 5: THE CHANGING
ECONOMIC STATUS OF THE
ELDERLY

Introduction

The purpose of this chapter is to determine the elderly’s economic status by
three economic indicators (income, assets and consumer durables) over the
period 1976-1996. It should be noted that all income and assets refer to
“equivalent household disposable income” and “equivalent household assets”
respectively and they all have been adjusted into real terms. Throughout this
chapter, the comparisons of income, asset level and the score of ten

household durables are all measured by their median values.

This chapter is divided into three sections. Each section begins by showing the
trend of an economic indicator among the elderly and the non-elderly over the
period 1976-1996 (1976-1994 for assets). Then the distributions (by either
income quintiles or five classes) of each economic indicator are examined. For
assets and consumer durable sections, the level of assets or consumer
durables will also be assessed based on income quintiles. Finally, each section
ends with an analysis of poverty based on the economic indicators under

consideration.
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Section A: Income

Income levels

The changes in the elderly’s equivalent income over the period 1976-1996 are

shown in Table 5.1.

Table 5.1: Equivalent income of the elderly (NT$000)

Household type Year Rate of
1976 1981 1986 1991 1996 increase*

Lone elderly 75.2 934 124.8 1741 204.9 5.1

Elderly couple 76.2 72.3 107.8 141.4 212.9 5.3

Co-residing elderly 63.8 89.5 114.8 179.0 2354 6.7

All elderly 65.1 88.7 114.5 173.3 227.7 6.5

All non-elderly 71.4 100.7 128.8 204.1 260.0 6.7

Source: Author’s calculations based on the SFIE.
*Note: The rate of increase is defined as the effective percent per annum growth over the

period 1976-1996.

The elderly overall have experienced a substantial growth of 6.5% p.a. (i.e. per
annum) in real terms over the period 1976-1996. However, this growth rate
was slightly lower than that of the non-elderly (6.7% p.a.) over the same period.
The elderly are not a homogenous group: the independent elderly (i.e. lone
elderly and elderly couples) have lost ground in income growth (about 5% p.a.)
compared with the co-residing elderly (6.7% p.a.). Co-residing elderly in

extended households were the only type of elderly who experienced income
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growth in line with that of the non-elderly (i.e. 6.7% p.a.) over the period
1976-1996. Although co-residing elderly had a lower income level than the
independent elderly in 1976, the former’s income has increased to a higher
level (NT$ 235,400) than lone elderly and elderly couples (NT$ 204,900 and
NT$ 212,900 respectively) in 1996. Thus the elderly living with relatives have
over time become significantly better-off in terms of income growth and income

level compared with the independent elderly.

Next, the relative equivalent income level of the elderly households to that of

the non-elderly - i.e. the income ratio - is shown in Table 5.2.

Table 5.2: Income ratios of equivalent income

Household type Year Change
1976 1981 1986 1991 1996 (1976-96)
Lone elderly 1.05 0.93 0.97 0.85 0.79 -0.26
Elderly couple 1.07 0.72 0.84 0.69 0.82 -0.25
Co-residing elderly 0.89 0.89 0.89 0.88 0.91 0.02
All elderly 0.91 0.88 0.89 0.85 0.88 -0.03

Source: Author’s calculations based on the SFIE.

From Table 5.2, though independent elderly had income ratios at least 5%
higher than that of the non-elderly in 1976, these ratios have dropped steeply
to about 80% over the period 1976-1996. On the other hand, the income level
of co-residing elderly shows only a slight change (+ 2%) over the period

though it was about 10% lower than that of the non-elderly. Overall, the income
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ratios for the elderly have dropped slightly by 3% over the period 1976-1996
though there was an increasing trend for 1991-1996. These results suggest
that the elderly’s economic status (in terms of income) have indeed
deteriorated in relation to the non-elderly over time, in particular, that of the

independent elderly.

Next, the proportions of elderly in quintiles according to equivalent income

between 1976 and 1996 are shown in Table 5.3.

Table 5.3: The elderly by income quintile (%)

Household type Income quintile Total
Bottom 2 3 4 Top

1976

Lone elderly 10.8 16.2 271 8.1 37.8 100.0
Elderly couple 19.0 19.0 14.3 16.7 31.0 100.0
Co-residing elderly 27.9 21.7 18.8 17.0 14.6 100.0
All elderly 26.9 21.4 18.7 16.7 16.3 100.0
1996

Lone elderly 35.9 231 15.4 13.7 11.9 100.0
Elderly couple 37.9 19.7 17.0 12,5 12.9 100.0
Co-residing elderly 26.4 211 19.4 17.3 15.8 100.0
All elderly 29.5 21.0 18.5 16.1 14.9 100.0

Source: Author’s calculations based on the SFIE.
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The changes in the quintile percentages reflect the decline of equivalent
income among the independent elderly over time. While there were about
one-third of independent elderly in the top quintile in 1976, this fell to only
about one-tenth in 1996. In contrast, the quintile distributions are very stable

for co-residing elderly over the study period.

Income inequality

Table 5.4 gives Gini coefficients for the distribution of equivalent income within

different elderly households as well as for the non-elderly as a whole.

Table 5.4: Gini coefficients of equivalent income

Household type Year Change
1976 1981 1986 1991 1996 (1976-96)

Lone elderly 0.36 0.34 0.33 0.38 0.28 -0.08

Elderly couple 0.34 0.31 0.36 0.32 0.29 -0.05

Co-residing elderly 0.27 0.29 0.30 0.29 0.28 0.01

All elderly 0.28 0.30 0.30 0.31 0.28 0

All non-elderly 0.26 0.27 0.27 0.28 0.27 0.01

Source: Author’s calculations based on the SFIE.

Table 5.4 shows that though the Gini coefficient increasing for all elderly from
0.28 to 0.31 over the period 1976-1991; then dropping back to 0.28 over the
period 1991-1996 (for lone elderly, the Gini coefficient fell by 0.10 over the
period 1991-1996). Overall, the Gini coefficient for lone elderly and elderly

couples has reduced by 0.08 and 0.05 respectively over the period 1976-1996
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while for co-residing elderly it increased by 0.01. Although income inequality
among independent elderly has reduced significantly over time, a substantial
proportion of them were distributed on the bottom income quintile in 1996

(Table 5.3).

Sources of Income

Table 5.5 illustrates several trends in the sources of income for the elderly.

Table 5.5: Household income by source of income (%)

Household type Income source

Earnings Property Inter-household Social Others Total

transfer security

1976
Lone elderly 40.2 20.1 31.2 4.4 4.0 100.0
Elderly couple 34.1 16.7 26.2 16.8 6.2 100.0
Co-residing elderly 84.5 9.7 4.2 0.6 1.0 100.0
All elderly 82.4 10.1 5.2 11 1.2 100.0
All non-elderly 85.5 9.3 3.5 0.5 1.2 100.0
1996
Lone elderly 10.4 19.4 22.5 38.5 9.2 100.0
Elderly couple 11.5 271 22.6 28.0 10.9 100.0
Co-residing elderly 65.6 12.9 4.7 11.2 5.6 100.0
All elderly 58.6 14.4 7.0 13.7 6.2 100.0
All non-elderly 77.4 11.2 2.6 4.9 3.8 100.0
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Source: Author’s calculations based on the SFIE.
Notes:
Earnings refer to total receipts from employers, entrepreneurial income and part-time job.
Property income is the income derived from interest payments, dividends and imputed
rents (from owner-occupied dwellings).
Inter-household transfer (called “private transfer” in the SFIE) denotes transfers ffom
children, relatives, or friends, etc.
Social security refers to transfers from social insurance, occupational retirement

schemes, social assistance and social allowances.

One of the important measures by which the economic status of the elderly in
all types of living arrangements can be compared is the composition of income.
Table 5.5 shows that a vital source of income for elderly persons is their
individual earnings through economic activity in 1976. For the independent
elderly, earnings were their main source of income in 1976, but social security
was the main source in 1996. For inter-household transfers, both lone elderly
and elderly couples have experienced a reduction by 9% and 4% respectively
between 1976 and 1996. In 1996, inter-household transfers accounted for

about one-fifth of independent elderly’s household income.

The percentage of social security as household income for lone elderly has
increased significantly by 34.1%, from 4.4% in 1976 to 38.5% in 1996. By
contrast, both elderly couples and co-residing elderly only experienced a
smaller increase (about 11%). In 1996, lone elderly and elderly couples had
transfers from social security accounting for over one-third and one-quarter of

household income respectively while it was only about one-tenth for
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co-residing elderly. This suggests that social security emerged as one of the
most important income sources for independent elderly by 1996. It is also
important to note that the proportion of property income rose about 10%
between 1976 and 1994 for elderly couples, underscoring the potential size of
the asset holdings for these elderly. On the other hand, the proportion for lone

elderly is stable at about one-fifth over time.

For independent elderly, though some income sources rise in importance, they
do not necessary replace the drop in relative income positions compared with
the non-elderly (as shown in Table 5.2). Overall, the elderly have become over
time more dependent on social security in place of employment for income
maintenance. In particular, it is the lone elderly who have become more
dependent on social security, while elderly couples are more dependent on

property or assets.

Income poverty

For relative poverty, Table 5.6 shows that there were about 11% of the elderly
in poverty according to the standard measure (50% of median equivalent
income), and about 21% in near poverty (60% of median equivalent income).
Concerning lone elderly, their poverty rate in 1996 increases from about 14%
to 27.1% using the definition of near poverty rather than standard poverty.
Similarly, the poverty in elderly couples increases from 14.5% to 29.5%. The
substantial changes in poverty rates according to different thresholds suggest
that assessing the independent elderly is very sensitive to the poverty
definitions. By contrast, poverty rate based on the threshold of the relative

poverty line in 1976 (I shall call it the absolute poverty rate) measures poverty
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against a fixed reference, unaffected by changes in living standards over time,
but adjusted for inflation. From this perspective, it can be seen that the
elderly’s absolute poverty rate was as the same level as their standard poverty
rate in 1976. Moreover, this poverty rate declined from over 10% in 1976 to
virtually zero by 1996. This shows the improvements in income levels over the
period of study could have eradicated all elderly’s poverty in 1996 according to

the 1976’s threshold.

Table 5.6: Absolute and relative poverty rates (%)

Household type Absolute Relative poverty (as % of median equivalent income)
poverty Severe (40%) Standard (50%) Near (60%)

1976

Lone elderly 8.1 2.7 8.1 8.1

Elderly couple 71 4.8 71 11.9

Co-residing elderly 10.5 3.3 10.5 19.9

All elderly 10.2 34 10.2 19.1

All non-elderly 6.0 1.8 6.0 13.7

1996

Lone elderly 0.0 4.5 13.5 271

Elderly couple 0.2 54 14.5 29.5

Co-residing elderly 0.0 4.0 9.9 18.5

All elderly 0.1 4.4 111 214

All non-elderly 0.1 21 6.0 12.6

Source: Author’s calculations based on the SFIE.

Note: The absolute poverty rate is based on the threshold of the relative poverty line in 1976.
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Concerning standard poverty, the elderly have about twice the rate of the
non-elderly in 1976 (10.2% vs. 6.0%) as well as in 1996 (11.1% vs. 6.0%). In
terms of severe poverty (40% of median equivalent income) and near poverty,
the elderly again show about twice the poverty rate than that of the non-elderly
in 1996. This suggests that the elderly living separately from children were
twice as likely to fall into poverty (40%-60% of median equivalent income) than
elderly living with children. Moreover, about 10% of all elderly were distributed
between 50% and 60% of median equivalent income in 1996. This also
suggests that one-tenth of the non-poor elderly (measured by near poverty)
were at risk of falling into standard poverty. For convenien_ce, we shall refer to

the (income) standard poverty as (income) poverty for the rest of this study.

Interim summary

® The elderly are not a homogenous group since the co-residing elderly
became significantly better-off in terms income level and income
inequality compared with independent elderly over the period 1976-1996.

® About one-third of independent elderly have fallen into the bottom income
quintiles over the period while the quintile distributions were very stable for
co-residing elderly between 1976 and 1996.

® Although both earnings and inter-household transfers were the most
important source of income for independent elderly in 1976, lone elderly
have become more dependent on social security in 1996 and it is property
income for elderly couples.

® For lone elderly and elderly couples, social security was responsible for
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one-third and one-quarter of household income respectively in 1996.

In terms of absolute poverty, although the improvements in income levels
over the period 1976-1996 could have eradicated all elderly poverty by
1996, there were still about one-tenth and one-fifth of the elderly in
standard and near poverty, respectively, in 1996.

The elderly were twice as likely to fall into poverty (by severe, standard or
near poverty definitions) than the non-elderly over the period 1976-1996.
One-tenth of the non-poor elderly in 1996 (measured by near poverty) had
median equivalent income just above the standard poverty line and were
at risk of falling into standard poverty.

Extended families have a demonstrable effect on the level and stability of
the elderly’'s income position, and can provide a direct shield against

poverty in old age.
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Section B: Assets

In this section, we shall address the question of how the changes in elderly
persons’ equivalent assets have changed their economic status over time.
However, it should be noted that asset holdings are measured over the period
1976-1994 rather than 1976-1996, due to availability of data. Our approach
does not primarily spread the asset out over the expected lifetime of the
household, but is concerned with a much shorter time horizon of economic
status. Here, assets shall be viewed as being usable either to provide the
ability to cover income loss or large uncertain expenses, or both. Thus, the

analysis offered here should be regarded purely as a descriptive exercise.

Level of Assets

The changes in the elderly’s equivalent assets over the period 1976-1994 are
shown in Table 5.7. In comparison with the income growth for the elderly (6.5%
».a.) over the period 1976-1996, the asset growth for the elderly (13.5% p.a.)
vas even greater. This is probably due to the land speculation which occurred
h Taiwan during the 1980s. Elderly couples had the highest asset growth
16.8% p.a.) among all types of households. Although the non-elderly
ncreased their equivalent assets more than those of the elderly (15.1% p.a. vs.
t3.5% p.a.), the elderly had higher median equivalent assets than those of the
1on-elderly throughout the period 1976-1994. In particular, elderly couples had
nedian equivalent assets of about NT$ 2 million in 1994, more than 30% than
hose of non-elderly and co-residing elderly (about NT$ 1.5 million). Also,

dderly couples’ median equivalent assets were about twice those of lone
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elderly (NT$ 885,600). This suggests that elderly couples have accumulated

considerable assets compared with the lone elderly over time.

Table 5.7: Equivalent assets of the elderly (NT$000)

Household type

1976
Lone elderly 84.2
(22%)
Elderly couple 120.9
(31%)
Co-residing elderly 158.5
All elderly 157.9
All non-elderly 119.4

Source: Author’s calculations based on the SFIE.

1981

8.6

(48%)

270.9

(21%)

310.8

304.5

279.9

Year

1986

1701

(36%)

443.9

(23%)

389.5

383.4

362.9

1991

358.9

(35%)

1,470.6

(14%)

1,073.9

1,078.0

1,048.6

1994

885.6

(33%)

1,963.4

(13%)

1,509.5

1,551.2

1,493.6

Note: Figures with a bracket indicate the proportion of “no assets” elderly.

Rate of

increase*

14.0

16.8

13.3

13.5

15.1

*Note: The rate of increase is defined as the effective percent per annum growth over the

period 1976-1994.

It should be noted that lone elderly’s median equivalent asset has surprisingly

dropped from NT$ 84,200 to only NT$ 8,600 during 1976-1981. It can be seen

that this was due to a substantial increase in the proportion of lone elderly

possessing no assets from 22% to 48% over the period 1976-1981 (while this

proportion has dropped from 31% to 21% for elderly couples over the same

period).
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Next, the ratios for elderly households’ median equivalent assets against those

of the non-elderly are shown in Table 5.8.

Table 5.8: Ratios of median equivalent assets - elderly vs. non-elderly

Household type Year Change
1976 1981 1986 1991 1994 (1976-94)
Lone elderly 0.71 0.03 0.47 0.34 0.59 -0.12
Elderly couple 1.01 0.97 1.22 1.40 1.31 0.30
Co-residing elderly 1.33 1.1 1.07 1.02 1.01 -0.32
All elderly 1.32 1.09 1.06 1.03 1.04 -0.28

Source: Author’s calculations based on the SFIE.

Table 5.8 shows that the elderly’s asset ratios have dropped from 132% to
104% over the period 1976-1994. The ratios for lone elderly and co-residing
elderly have dropped substantially against that of the non-elderly (by 12% and
32% respectively) over the study period, while elderly couples’ ratios have
shown a substantial increase from 101% to 131%. The lone elderly
consistently had equivalent assets far below that of the non-elderly which the
co-residing elderly’s equivalent assets were still slightly higher than that of the
non-elderly in 1994. Thus the asset indicator can give a significant boost to
elderly couples’ economic status, while there was a worse picture for lone

elderly, and a slightly improved one for co-residing elderly in 1994.

Next, the distribution of equivalent assets by (five) asset classes is presented

in Table 5.9.
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Table 5.9: The elderly categorised by five asset classes (%)

Household type Asset classes, NT$ million Total
=0 0-1 1-2 2-3 3+

1976

Lone elderly 22 60 1 5 3 100
Elderly couple 31 62 7 0 0 100
Co-residing elderly 14 82 3 0 1 100
All elderly 15 80 4 0 1 100
1994

Lone elderly 33 19 13 1 25 100
Elderly couple 13 19 19 14 35 100
Co-residing elderly 10 23 31 16 21 100
All elderly 13 22 27 15 24 100

Source: Author’s calculations based on the SFIE.

Despite the fact that the elderly’s median asset levels have increased
significantly over the period 1976-1994, more than one-tenth (13%) of the
elderly are still classified as “no assets” (i.e. asset class =0) in 1994 (see Table
5.9). In particular, one-third of lone elderly were likely to fall into this class in
1994. The proportion of the elderly with assets of more than NT$ | million have
all increased overtime. In particular, the proportion for those holding assets of
more than NT$ 3 million has increased significantly from 1% to 24% over the
period 1976-1994. In other words, one out of four elderly had more than NT$ 3

million of equivalent assets in 1994 though the number of such elderly was
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very small in 1976. This suggests that the addition of an asset indicator can be
crucial for assessing the economic status of the elderly, especially elderly

couples.

Another perspective is afforded by looking at asset ratios by income quintile as

shown in Table 5.10.

Table 5.10: Asset ratios by income quintile in 1994

Household type Income quintile Overall
Bottom 2 3 4 Top ratio
Lone elderly 0.57 0.55 1.12 0.76 0.93 0.59
Elderly couple 1.10 1.43 1.87 1.43 3.50 1.31
Co-residing elderly 0.77 0.94 1.00 1.10 1.61 1.01
All elderly 0.83 0.97 1.05 1.14 1.64 1.04

Source: Author’s calculations based on the SFIE.

As expected, Table 5.10 shows there is a positive link between asset ratio and
equivalent income though it is not a smooth progression. For lone elderly and
elderly couples, their asset ratios in the 3rd quintile are significantly higher than
those in the 4th quintile (and the top quintile among lone elderly). Apart from
these, increasing equivalent income level is in general associated with higher
asset ratios for all elderly in all kinds of living arrangements. Looking at the
asset ratio in the top income quintile of lone elderly (i.e. 0.93) shows that even
the lone elderly’s top quintile is still 7% below that of the non-elderly’s median

equivalent asset. By contrast, the median asset for the bottom quintile of
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elderly couples is still 10% above that of the non-elderly. And for their top
quintile, elderly couples have assets equal to 3.5 times that of the non-elderly.
The results suggest that even low-income elderly couples cannot simply be
regarded as poor since they have higher median equivalent assets (than the
median non-elderly level) to draw on the event of economic adversity. By
contrast, the lone elderly are generally asset-poor and are at risk in times of

permanent low-income.

Next, the ratios of the elderly’s median equivalent asset against their median
equivalent income (i.e. asset-to-income ratios) for each quintile are shown in
Table 5.11. One important analytical advantage of this ratio is that it allows us
to compute the potential period for which the elderly’s existing median

equivalent assets alone would keep the elderly at current income.

Table 5.11: Asset-to-income ratios by income quintile in 1994

Household type Income quintile Overall
Bottom 2 3 4 Top ratio
Lone elderly 6.7 4.3 6.9 3.6 3.0 4.8
Elderly couple 13.3 11.3 11.4 6.6 10.7 124
Co-residing elderly 8.4 7.3 6.1 53 5.3 6.8
All elderly 9.5 7.5 6.4 5.4 54 7.5
All non-elderly 7.7 6.7 5.9 5.0 4.6 6.0

Source: Author’s calculations based on the SFIE.

Looking at the all elderly and all non-elderly categories first, it is clear from
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Table 5.11 that the elderly have a higher asset-to-income ratio than that of the
non-elderly across all income quintiles. The low-income (i.e. bottom-income
quintile) elderly’s equivalent assets could potentially support them at current
income levels for up to 9.5 years rather than 7.7 years for their non-elderly
counterparts. However, the low-income lone elderly’s ratio (6.7) is lower than
that of the non-elderly. This suggests that the low-income lone elderly are the
most likely group to deplete their median equivalent assets and so are at risk in
times of permanent low-income. In contrast, assets alone could support
low-income elderly couples for up to 13.3 years in the event of income

interruption, about twice longer than that of the non-elderly (7.7 years).

Double poverty (based on income and assets)

The poverty line can be defined by an insufficiency in either income or assets,
or both. For a double threshold based on income and assets, this would imply
that a family is destitute if it has both inadequate income to meet normal
minimal needs and inadequate assets to provide against minimal interruptions
of normal income flow (Wolff, 1990). Although the previous tables show that
the elderly generally have higher equivalent asset levels than that of the
non-elderly over the period 1976-1994, double poverty (based on both income
and asset indicators) does not necessary decline over time. From Table 5.12, it
can be seen that the double poverty rate for all elderly has increased from
3.5% to 6.2% over the period 1976-1994 while it remained about 2% for the
non-elderly. Comparing living arrangements, the poverty rates are at least 10%
for independent elderly in 1994 while it is less than half of this (4.5%) for

co-residing elderly.
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Table 5.12: Double poverty rates, based on both income and assets (%)

Household type Year Change
1976 1981 1986 1991 1994 (1976-94)
Lone elderly 8.1 8.3 10.2 14.9 12.6 4.5
Elderly couple 0.0 111 11.8 11.8 10.1 10.1
Co-residing elderly 3.6 5.4 45 5.3 4.5 0.9
All elderly 35 6.0 57 7.0 6.2 27
All non-elderly 23 3.1 2.6 31 21 -0.2

Source: Author’s calculations based on the SFIE.
Note: The individual is “doubly poor” if both his/ her equivalent income and equivalent assets
are below the income and asset poverty lines (i.e. below 50% of median equivalent income

and 50% of median equivalent assets) in a given year.

Interim summary

This section has produced some noteworthy results. These can be

summarised as follows:

« The asset indicator can give a significant boost to elderly couples’
economic status, while there was a worse picture for lone elderly, and a
slightly improved one for co-residing elderly in 1994.

*  Whilst asset ratios for lone elderly and co-residing elderly have dropped
substantially (12% and 32% respectively) against that of the non-elderly
over the study period, elderly couples’ ratios have experienced a
substantial increase (+30%).

. Elderly couples had median equivalent assets of about NT$ 2 million in
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1994, more than 30% higher than the non-elderly and co-residing elderly
(about NT$ 1.5 million). In addition, elderly couples’ median equivalent
assets were about twice that of lone elderly (NT$ 885,600).

Despite the fact that the elderly’'s median asset levels have increased
significantly over time, more than one-tenth of the elderly (about one-third
for lone elderly) had no assets in 1994.

The proportion of the elderly with more than NT$ 3 million has increased
dramatically from only 1% to a quarter over the period 1976-1994. Thus
the addition of an asset indicator can be crucial for assessing the
economic status of the elderly, especially elderly couples.

Even low-income elderly couples cannot simply be regarded as poor since
they have higher median equivalent assets (than the median non-elderly
level) to draw on the event of economic adversity.

The low-income elderly’s median equivalent assets could potentially
support them at current income levels for up to 9.5 years rather than 7.7
years for the low-income non-elderly. However, the low-income lone
elderly are the most likely group to deplete their median equivalent assets
and so are at risk in times of permanent low-income.

Among the low-income elderly couples, their assets alone could support
them remaining the current income level for up to 13 years, about twice
longer than that of the non-elderly (7.7 years)

One-tenth of independent elderly were “doubly poor” having inadequate
income to meet normal minimal needs and inadequate assets to meet

minimal interruptions of normal income flow in 1994,
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Section C: Consumer durables

In the previous sections we have been concentrating on income and asset
indicators as economic measurements. Here, we will look at the living
standards of households by ten basic consumer durable indicators in terms of
median scores, as well as the detailed ownership rate of ten basic consumer

durables.

First, the median score often consumer durables over the period 1976-1996 is

shown in Table 5.13.

Table 5.13: Scores often consumer durables of the elderly

Household type Year Increase,
1976 1981 1986 1991 1996 1976-96

Lone elderly 2 3 4 6 7 5

Elderly couple 2 4 6 7 8 6

Co-residing elderly 2 5 7 8 9 7

All elderly 2 5 7 8 9 7

All non-elderly 3 6 7 8 9 6

Source: Author’s calculations based on the SFIE.

Notes:

1. The ten consumer durables are: mains water, colour television, telephone, air conditioner,

refrigerator (assume full ownership in 1996), geyser (either gas or electric geyser),

washing machine, kitchen extraction fan, car, large residence space (> 26.4 sq ft per

equivalent adult).
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2. According to the survey of the SFIE in 1996, the indicator “refrigerator” has been deleted
due to the high percentage of ownership in recent years. For reasons of consistency, we

assume its ownership rate as 100% in 1996.

Table 5.13 shows that although the elderly have the same or similar (median)
score for ten consumer durables in comparison with the non-elderly over the
period 1976-1996, the scores do vary across different living arrangements.
Co-residing elderly are found to be at least one score higher than lone elderly
and elderly couples over the period 1981-1996. In 1996, the co-residing elderly
have achieved the score of nine, equal to that of the non-elderly. The elderly
couples’ score was slightly behind this, and the lone elderly’s further behind.
The results suggest that lone elderly not only had the lowest median
equivalent income and median equivalent assets over time, they also had the
lowest ownership in consumer durables. On the other hand, co-residing elderly
had the same levels of consumer durables and assets as non-elderly though

their income were relatively lower than that of the non-elderly.

Next, we shall assess the ownership of consumer durables by considering five
classes of consumer durable scores in 1996. Although both the elderly and the
non-elderly have the same median score (i.e. nine) in 1996 (Table 5.13), Table
5.14 shows that almost three-quarters (71%) of the non-elderly scored nine or
ten, compared with only half for the elderly. In addition, more than one-third
(36%) of the non-elderly owned ten basic consumer durables, while the figure
is 23% for co-residing elderly, and less than 2% for independent elderly.
Although it might be argued that consumable scores are dependent on

household size — so that one would expect lower scores for independent
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elderly - it is significant that half the lone elderly score less or equal 6
consumer durables, and therefore this does reflect a difference in economic

well-being.

Table 5.14: Ownership of consumer durables by five score classes in

1996 (%)
Household type Scores of consumer durables Total
<=6 7 8 9 10

Lone elderly 50 19 18 13 1 100
Elderly couple 17 16 28 37 2 100
Co-residing elderly 8 1" 24 35 23 100
All elderly 13 12 24 33 17 100
All non-elderly 4 7 19 35 36 100

Source: Author’s calculations based on the SFIE.

Next, the score of consumer durables by income quintile is shown in Table
5.15. The bottom quintile elderly have at least one item less than that of the top
quintile regardless of the elderly’s living arrangements. Lone elderly have also
a lower score in comparison with other elderly in each quintile. By contrast,
both elderly couples and co-residing elderly have similar scores to the
non-elderly in each quintile. This suggests that the low median scores among
elderly couples over time were mainly due to a high proportion of low-income

elderly couples.
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Table 5.15: Score often consumer durables by income quintile in 1996

Household type Income quintile Total
Bottom 2 3 4 Top

Lone elderly 6 7 7 7 8 7

Elderly couple 8 8 9 9 9 8

Co-residing elderly 8 8 9 9 9 9

All elderly 8 8 9 9 9 9

All non-elderly 8 9 9 9 10 9

Source: Author’s calculations based on the SFIE.

From Table 5.16, the results show that, on average, the elderly are better-off
than the non-elderly in terms of space available to them in their residence.
With respect to the other consumer durables, the non-elderly are better-off
than the elderly. For example, the elderly’s mean ownership of ten basic
consumer durables is about 82% with three out of ten consumer durables (i.e.
colour TV, telephone, and refrigerator) having an ownership rate of over 90%.
By contrast, the average ownership rate for the non-elderly is about 89% with

seven out of ten durables at over 90%.

For lone elderly, there is a markedly low proportion possessing air conditioner
(25.6%), washing machine (51.8%), kitchen extraction fan (52%), and car
(1.3%). However, about 88% of lone elderly reported to own a larger residence
space, compared with co-residing elderly (75.6%) and the non-elderly (77.8%).
Nevertheless, lone elderly still had the lowest ownership in eight out of ten

consumer durables in 1996. Co-residing elderly had the highest ownership of
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consumer durables (84.9%) among elderly households (a figure similar to the

non-elderly’s), though they may be more crowded for space.

Table 5.16: Mean ownership often individual consumer durables in 1996

<%)
Consumer durables Elderly by household type Individuals
Lone Elderly Co-residing All elderly All
elderly couple elderly non-elderly
1. Colour TV 93.3 98.9 99.6 98.9 99.7
2. Telephone 75.3 98.4 98.5 96.3 98.9
3. Air conditioner 25.6 51.9 67.4 60.7 771
4. Refrigerator 100.0 100.0 100.0 100.0 100.0
5. Geyser 65.7 83.4 90.1 86.6 93.2
6. Mains water 85.7 88.0 89.4 88.7 91.4
7. Washing machine 51.8 84.4 93.7 88.1 96.4
8. Kitchen extraction fan 52.0 79.4 90.2 84.7 93.4
9. Car 1.3 4.1 44.6 33.1 60.2
10. Large residence space 87.9 94.3 75.6 80.2 77.8
Overall mean 63.9 78.3 84.9 81.7 88.8

Source: Author’s calculations based on the SFIE.

Note: With respect to the refrigerator indicator, see note 2 of Table 5.13.
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Poverty (based on income, assets and consumer durables)

This section tries to focus on the least privileged members of a society using
the combined information on income, asset and consumer durable indicators.
Three alternative poverty thresholds are utilised for the purposes of this
exercise. The first two are those used in earlier sections (50% of the median
equivalent income and 50% of the median equivalent asset). The third
threshold is related to the non-monetary household possessions indicator: an
individual is classified as materially deprived if the score of the household is
less than 50% of the median score for the ten selected basic durables as

discussed above.

Table 5.17 shows though more than half of the elderly and the non-elderly
were exposed to at least one kind of poverty from income, assets or consumer
durables in 1976, this proportion has fallen to about one-third for the elderly
and the non-elderly in 1994. Nevertheless, it was still as high as 61% and 47%
for lone elderly and elderly couples respectively in 1994. For the triple-poverty
condition, there were about 7.5% of lone elderly falling in this condition in 1994
while it was only 2.4% for elderly couples. For co-residing elderly and the
non-elderly, their rates even fell to nearly zero. Approximately one in six lone
elderly (16.8%) faced at least two poverties while it was only about one-tenth
(11.4%) and 5% for elderly couples and co-residing elderly respectively. With
respect to the one-poverty condition, one-third of independent elderly were
exposed to one kind of poverty while this proportion for co-residing elderly and

the non-elderly was about one-quarter.
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Table 5.17: The elderly by multiple poverty indicators (%)

Household type Number of poverty indicators

1 2 3 Total
1976
Lone elderly 244 21.6 8.1 54.1
Elderly couple 50.0 11.9 0.0 61.9
Co-residing elderly 38.3 13.2 2.8 54.3
All elderly 38.7 13.4 27 54.8
All non-elderly 42.2 12.2 1.8 56.2
1994
Lone elderly 36.6 16.8 7.5 60.9
Elderly couple 33.6 1.4 24 47 .4
Co-residing elderly 26.6 5.0 0.5 321
All elderly 29.0 7.2 1.5 37.7
All non-elderly 27.8 24 0.2 30.4

Source: Author’s calculations based on the SFIE.

Although lone elderly and elderly couples tended to have the same income
poverty rate in 1976 (see Table 5.6), the lone elderly were exposed to
significantly higher triple-poverty conditions than elderly couples in 1994. On
the other hand, elderly couples have shown an improved picture of economic
status with the additional consideration of assets and consumer durables to
the income measure. The co-residing elderly had the most stable and relatively

highest level of economic status compared to that of the non-elderly. Thus,
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extended families can provide a direct effect on the level and stability of the
elderly’'s economic position, as well as providing a direct shield against
triple-poverty conditions for the elderly. The above results reveal that income
indicator alone can easily misguide about the true economic circumstances of

an elderly.

Conclusion

The chapter used three economic indicators (income, assets and consumer
durables) to examine the economic well-being of the elderly in relation to that
of the non-elderly over the period 1976-1996. The main findings point out that
the elderly have lost ground compared with the non-elderly in terms of income
growth, income inequality and (income) poverty rates. The elderly appear to
have become more dependent on social security in place of employment for
income maintenance over time. However, this result looks more favourable for
the elderly’s economic position after the inclusion of assets. Even the
low-income elderly cannot simply be regarded as poor since they had higher
median assets than those of the non-elderly over the period 1976-1994. In
particular, low-income elderly couples could potentially remain at current
income levels twice longer than the low-income non-elderly in the event of
economic adversity. The asset indicator can give a significant boost to elderly
couples’ economic status, while there was a worse picture for lone elderly, and

a slightly improved one for co-residing elderly in 1994.
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Although lone elderly and elderly couples tended to have the same income
poverty rate in 1976, lone elderly experienced significantly higher triple-poverty
conditions than elderly couples in 1994. Correspondingly, elderly couples have
shown an improved picture of economic status based on income change with
the additional consideration of assets and consumer durables. Co-residing
elderly had the most stable and relatively highest level of economic status
compared to that of the non-elderly. Thus, extended families have been shown
to have a direct effect on the level and stability of the elderly’s economic
position, as well as providing a direct shield against triple-poverty conditions
for the elderly. Elderly couples’ economic status was slightly behind this, and

the lone elderly’s was the worst.
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CHAPTER 6: FAMILIAL SUPPORT
AND THE INCOME OF THE
ELDERLY

Introduction

The purpose of this chapter is to examine the impact of familial support on the
elderly’s economic status over the period 1976-1996. It is divided into four
sections. Concepts and methods are discussed in Section A. The distribution
of elderly persons’ own individual income and intra-household transfers are
shown in Section B. Then in Section C, the distribution and effectiveness of the
elderly’s inter-household transfers from their non-co-resident children are
examined. The extent of familial support against living arrangements is
considered in Section D. Summaries of the main findings are given in the

interim summaries and the conclusion.
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Section A: Concepts and methods

Individual income

In order to gauge intra-household transfers, we have to assess the distribution
of the elderly’s own individual income before the intra-household transfers can
be determined. According to the SFIE, each elderly person is like other
household members in having his or her own personal income apart from an
“extra income” derived from the household. Each elderly’s net personal income
(i.e. personal income is deducted from their personal "non-consumption
expenditure”) and a proportion of the “extra income” (relative to the household
size) are added to form an individual income. Since social allowances such as
Old Age Allowance and Old Age Farmer Allowance are mainly allocated to the
elderly person only, any household “extra income” containing these income
sources will be equally shared and added to the elderly members’ individual

income®?,

For lone elderly, their individual income is assumed to be the same as the
equivalent income while for elderly couples individual income is taken to be the
net personal income plus half of the household’s extra income. For co-residing
elderly, their individual income is the net personal income plus their share of
the extra household income and elderly-related benefits, according to the

following formula:

®2 This assumption is for reasons of simplicity.
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Individual Income (for co-residing elderly)
= Net Personal Income
+ ((Extra Household Income- Social Allowance) / Household Size)

+ ((Social Allowance) / Number of Elderly Persons in the Household))

This formula permits a measure of the contribution (i.e. the intra-household
transfer) from relatives within the household and facilitates comparisons with

elderly persons residing independently.

Intra-household transfers (based on equal sharing

‘assumption)

Previous attempts at estimating the size of intra-household transfers have
been quite diverse. Morgan et al. (1962) estimated intra-household transfers
as any cash gifts and the value of food and housing® which the dependent
subfamily (consisting of all elderly persons and their spouses) received, less
any such contributions which the subfamily made to other members of the
family. The other interesting study for this topic is that of Baerwaldt and
Morgan (1973). According to Baerwaldt and Morgan, the intra-household

transfer is defined as the amount, transferred within the family from those

8 value of food was estimated from the US’s Department of Agriculture’s data on mean
expenditures on food according to income and family size. Value of housing was estimated
according to a formula which gave more than proportionate weight to the husband and wife of

the primary adult unit. See Morgan et al. (1962) for more information.
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earning more than they consume, to those consuming more than they earn®.
Although they did not specially deal with the elderly or extended families, flows
of income and resources among all family members (often including elderly)
were measured. The authors attempted to estimate an actual dollar amount for
transfers among family members and provided some guidelines for the

allocation of these transfers.

One aim of this study is to contribute to the understanding of intra-household
transfer distribution — the aspect of income distribution which is least known in
Taiwan. In this thesis, the intra-household transfer to a household member is
defined as the net difference between the equivalent income and individual

income:

Intra-household Transfer = (Equivalent Income) — (Individual Income)

Although it is possible to consider an elderly couple living in an extended
household, we shall focus on each individual’s income against their equivalent
income, rather than considering income sharing between couples. This
transfer is generally regarded as the net transfer from co-resident children
(though they could also come from the elderly's co-resident siblings) in an
extended family. Alternatively, this transfer can also be the net transfer

between spouses in an elderly couple household. An elderly person residing

# Baerwaldt and Morgan (1973) also measure several definitions of income (including money

income, imputed rent, free rent, and value of housework) and consumption allocation rules.
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with relatives will benefit from the younger members’ higher level of income if
the household’s equivalent income is higher than his or her individual income.
It should be noted that the difference between equivalent income and
individual income is in general an indicator of a potential contribution of
intra-household transfers rather than actual transfers. Nevertheless, this
analysis can provide a starting point in the understanding of possible transfers

between household members.

The direction of the transfer and its amount is assumed to be a function of both
the level of household equivalent income and an elderly person’s individual
income. This transfer can have either a positive or negative effect (i.e. the
elderly as a provider of support) on the economic well-being of a household

member, as illustrated in Table 6.1.

Table 6.1: lllustration of intra-household transfers based on four example

combinations of equivalent income and individual income

Equivalent income | Individual income Intra-household
income
100 100 —_— 0
100 200 ) -100
150 100 —_ 50
150 0 —_ 150
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Non-equal sharing assumption (no intra-household

transfers)

In the West, the assumption of the equal sharing of resources among
household members has long been questioned (Jenkins, 1991; Lazear and
Michael, 1986; Orshansky, 1967; Piachaud, 1982; Young, 1952). Piachaud
(1982), for example, suggests that in most families the distribution of income
between males and females is highly unequal. If this true, then some elderly
residing in “non-poor households” may in fact be “poor” under the unequal
sharing of resources. Orshansky (1967) identifies the “hidden poor” who do not
appear in the official poverty counts since they live in non-poor households but
have extremely low personal income. Moreover, Haddad and Kanbur (1990)
suggest that the neglect of “intra-household inequality” is likely to lead to a
considerable understatement of the levels of inequality and poverty. Thus we
shall also assess the “no pooling” assumption (i.e. no intra-household transfér)

in this chapter.

Inter-household transfers

According to Cox and Raines (1985), they examine the directions and the
levels of flow®® of “household-to-household transfers” between young and
older generations. However, there are no detailed records from the SFIE data

set regarding the transfer given to younger, older, or same generations. The

# One could consider the average amount of net transfers according to a household’s transfer
status: givers, receivers and those who neither give nor receive transfers (i.e. the transfers

given less transfers received being positive, negative, or zero).
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closest item in the SFIE is called “Current transfer receipts from individuals”®

(see Appendix C: 4.5) which are associated with individuals as well as
organisations. But, this is not a direct measure of household-to-household
transfer. Thence, it is difficult to examine the inter-household transfer between

older and younger generations.

Due to the above limitations, we shall assume the inter-household transfer to
be equal to the private transfer defined in the SFIE (though the incoming
transfers could come from organisations, such as scholarships). Moreover, the
inter-household transfer to the older generation is assumed to be entirely from
the younger generation (i.e. adult children) rather than the same generation or
friends or other relatives®. Also, in Chapter 3 we found that children are the
most important supporters of the elderly’s income. Thus, it is possible to
assume that the total amounts of inter-household transfers are received from

adult children.

® Basically, the “individual’s transfer” comprises items from both individuals’ transfers (such
as donations, gifts, financial assistance, “red packets” given for weddings, free rent imputed)
and from organisations (e.g. scholarship). Likewise, outgoing private transfers include gifts to
individuals or donations to non-profit organisations and offerings to temples or churches.

¥ See Table 1.4 indicates that adult children do play a more important role in supporting the

elderly than any other private sources (relatives or friends).
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Familial support

Familial support of an elderly person is defined as the sum of inter-household

transfers and intra-household transfers:

Familial support
= (Individual Inter-household Transfers)

+ (Intra-household Transfers)

Our estimates should be interpreted as lower bounds on the total contribution
of the family. This is because we consider only financial resource contributions,
ignoring the non-cash transfers or the direct labour contributions of family
members in caring for their elderly parents. Throughout this chapter, the
comparisons of individual income, intra-household transfers, inter-household

transfers and familial transfers are all in terms of mean values.

Coverage and adequacy

In reviewing how successful a system is in reliéving poverty, Spicker (1993:
162) suggests, “there are two main criteria which might be applied. One is
coverage — the extent to which the benefits cover the range of contingencies in
which people are likely to be poor. Second, there is adequacy — the level of
benefits which are provided”. We shall investigate both coverage and
adequacy for familial support in this chapter and that of social security

transfers in Chapter 7.
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Effectiveness on poverty rate reduction

The common technique for gauging anti-poverty effectiveness is by subtracting
transfers from other income and measuring the poverty rate counterfactually
(see, for example, Deleeck et al. (1992) and Mitchell (1993)). That is, each
household’s poverty status is evaluated on the basis of net equivalent income
(i.e. after transfers), and on the basis of equivalent income minus equivalent
transfers received (i.e. before transfers). Therefore, the “poor before
transfers” households are those with equivalent income (net of the transfer
concerned) below the poverty line. On the other hand, the “post-transfer poor”
households are those whose equivalent income is below the poverty line. The

effectiveness of poverty (headcount) reduction can be expressed as:

(Proportion of individuals who are non-poor due-to-transfer) / (Proportion of

individuals who are poor before transfer)

Nevertheless, it should be noted that real pre-transfer income is not
necessarily equal to this defined pre-transfer income in the absence of the
exchange for inheritance; nor are possible behavioural changes®. This
relatively simple numerical exercise can allow us to find a first indication of the

effectiveness of familial transfers on poverty rate reduction.

® For detailed discussion, see Cox and Jakubson (1995) and Rendall and Speare (1995).
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Section B: Individual incomes and

intra-household transfers

The distribution of the elderly’s mean individual income is shown in Table 6.2.

Table 6.2: Individual income of the elderly (NT$’000)

Household type by Year Rate of
sex 1976 1981 1986 1991 1994  increase*
Men

Lone elderly 117.5 1211 161.4 251.5 261.3 4.1
Elderly couple 144.6 149.7 201.8 268.0 353.1 4.6
Co-residing elderly 64.5 742 96.5 165.1 2424 6.8
Women

Lone elderly 90.9 1254 122.7 185.5 219.9 45
Elderly couple 15.5 8.3 25.7 32.2 77.7 8.4
Co-residing elderly 37 4.7 9.9 14.7 50.9 14.0
Overall

Lone elderly 106.0 122.4 148.5 231.2 2448 4.3
Elderly couple 80.9 79.0 114.6 151.2 215.7 5.0
Co-residing elderly 28.3 36.4 52.6 94.6 154.0 8.8

Source: Author’s calculations based on the SFIE.
*Note: The rate of increase is the effective percent per annum growth over the period

1976-1996.
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Co-residing elderly have the highest increase in individual income per annum
(8.8%) compared with lone elderly (4.3%) or elderly couples (5%) over the
period 1976-1996, but the co-residing elderly have had significantly lower
individual incomes in comparison with the independent elderly over time. In
1996, for example, though co-residing elderly have an individual income of
NT$ 154,000, it is still far below that for lone elderly (NT$ 244,800) or elderly
couples (NT$215,700). However, elderly men have significantly higher
individual incomes than their female counterparts; in particular, male elderly in
couples or male co-residing elderly have about five-times the individual income
of their female counterparts. On the other hand, lone elderly women do have a
significantly higher individual income (NT$ 219,900 in 1996) than other elderly

women either living with spouses (NT$ 77,700) or children (NT$ 50,900).

Next, Table 6.3 presents the elderly’s income independency in their household.
This independency factor is calculated as the ratio of mean individual income
to mean equivalent income; by definition, all lone elderly have 100% income
independency. All co-residing elderly (either men or women) benefited from
co-residence with relatives though the degree of independency has increased
over time. For example, female co-residing elderly would drop their income
level by at least four-fifths in 1996 without income sharing with other household
members. By contrast, male co-residing elderly are more economically
independent: their individual income level could be as high as 86% of their
equivalent income. Men in elderly couples are more likely to be the main
earners with individual income at least 41% above their equivalent income (in
1996) while their female counterparts had individual incomes only around

one-third (31.2%) of their equivalent income.
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These results suggest that female elderly are hardly over income contributors
to their household and they have significantly low individual income compared
to their male counterparts. Economic incentive is a primary factor for
co-residence among the elderly, in particular for women. However, these
women, in particular those in elderly couples, are at risk of sharp income drops

in the event of none or unequal income sharing, or the death of their husbands.

Table 6.3: Ratios of income independency (%)

Household type by sex Year

1976 1981 1986 1991 1996
Men
Lone elderly 100.0 100.0 100.0 100.0 100.0
Elderly couple 1561.1 161.4 150.5 152.0 141.6
Co-residing elderly 84.3 68.4 67.9 731 86.2
Women
Lone elderly 100.0 100.0 100.0 100.0 100.0
Elderly couple 16.1 9.0 19.0 18.4 31.2
Co-residing elderly 5.1 4.6 75 7.5 19.2
Overall
Lone elderly 100.0 100.0 100.0 100.0 100.0
Elderly couple 84.0 85.2 85.1 86.1 86.6
Co-residing elderly 38.2 34.7 384 447 56.3

Source: Author’s calculations based on the SFIE.
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For intra-household transfers, we will consider all elderly living with relatives,

even those with only a spouse; the results are given in Table 6.4.

Table 6.4: Intra-household transfers (NT$000)

Household type by sex Year
1976 1981 1986 1991 1996

Elderly couple

Men -48.9 -57.0 -67.7 -91.7 -103.7
Women 81.1 84.5 109.5 142.6 170.9
Overall 15.4 13.8 20.1 24.4 33.3

Co-residing elderly

Men 12.0 34.3 45.5 60.7 38.7
Women 68.5 97.5 122.3 180.8 213.6
Overall 45.6 68.7 84.4 117.0 119.5

Source: Author’s calculations based on the SFIE.

It is no surprise to see the “negative” intra-household transfers for men in
elderly couples (Table 6.4). These are net contributors of intra-household
transfers while their spouses have a significant gain from this living
arrangement. On the other hand, both co-residing men and women are the
beneficiaries of the co-residence with children since they receive a net positive
value of intra-household transfers, whether large or small. These transfers are
particular important for elderly women since they received over five-times the

level of intra-household transfers than their co-residing elderly men (NT$
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213,600 vs. NT$ 38,700 in 1996). Although the elderly within elderly couples
can receive significant intra-household transfers as shown above, we only
focus on the intra-household transfers among co-residing elderly in the rest of

this section.

Apart from evaluating the intra-household transfers, the proportion of
co-residing elderly whose individual income is above their equivalent income is

presented in Table 6.5.

Table 6.5: Co-residing elderly having higher individual income than

equivalent income (%)

Sex Year

1976 1981 1986 1991 1996
Men 25.5 24.9 26.0 32.2 37.0
Women 1.7 0.8 1.8 23 3.8
Overall 11.3 11.8 13.7 18.2 21.7

Source: Author’s calculations based on the SFIE.

The proportion of co-residing elderly, with individual income higher than
equivalent income has increased from one-tenth to one-fifth over the period
1976-1996. Notice however that two-thirds of elderly co-resident males have
lower individual income than their equivalent income. By contrast, over 96% of
women would be worse-off as a result of no income pooling with co-resident

children.
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The detailed distribution of co-residing elderly by levels of individual income

and equivalent income is shown in Table 6.6.

Table 6.6: Distribution of co-residing elderly by levels of individual

income and equivalent income in 1996 (%)

Equivalent income, Individual income, NT$ ’00,000 Total
NT$ ’00,000 <1 1-2 2-3 3-4 >4

<1 1.9 0.9 0.1 0.1 0.0 3.0

1-2 241 27 29 1.7 1.0 325
23 235 21 1.9 2.3 3.4 33.8
3-4 10.3 u. u. 1.0 3.0 16.6
>4 L9 07 0J3 05 4.4 14.1

Total 67.7 8.1 6.6 5.6 11.8 100.0

Source: Author’s calculations based on the SFIE.
Note: The underlined cells refer to elderly having equivalent income greater than individual

income.

Table 6.6 shows that although only 3% of co-residing elderly have equivalent
income below NT$ 100,000, this proportion would increase to 67.7% without
income pooling (i.e. based on individual income alone). Around two-thirds
(67.7%-3%=64.7%) of the co-residing elderly with low individual income (NT$
100,000 or below) could have been better-off by household income pooling.
Among these elderly, one-quarter would have equivalent income ranging
between NT$ 100,000-NT$ 200,000 and on other one-quarter between NT$

200,000-NT$ 300,000. Moreover, about 8% of the co-residing elderly with
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individual income under NT$ 100,000 would have equivalent income above

NT$ 400,000.

There are 4.5% (2.7%+1.1%+0.7%) of co-residing elderly with individual
income between NT$ 100,000-NT$ 200,000 who could benefit from income
pooling while 2.7% would remain relatively the same even after equal income
sharing. Concerning the elderly with income above NT$ 400,000, there are
about one-tenth (11.8%) of co-residing elderly having such an income level
before income pooling, while 7.4% (1.0%+3.4%+3.0%) of them became
worse-off after income pooling. According to the aggregate figures from all
underlined cells, about 73% of the elderly are significantly better-off by
intra-household transfers while only about 16% of the elderly are significantly

worse-off after income pooling.

Next, we investigate the effects of intra-household transfers on poverty
alleviation among the co-residing elderly in Table 6.7. The poverty rates for
co-residing elderly could have increased sharply to about 87% and 70% in
1976 and 1996 respectively without intra-household transfers. For male
co-residing elderly, though their pre-transfer poverty has significantly
decreased by 20% over the period 1976-1996, there were still half of them
remaining poor in 1996 (while it was 93.1% for women) if no intra-household

transfers were available.

In terms of the effectiveness in poverty reduction, one could say that
intra-household transfers from children are 100% effective if all pre-transfer

poor elderly are lifted from poverty. Table 6.7 shows about nine out of ten
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pre-transfer poor elderly have become non-poor due to intra-household
transfers in both 1976 and 1996. Thus the existence of intra-household
transfers was very effective in helping the pre-transfer poor elderly to avoid

poverty over the period 1976-1996.

Table 6.7: Effectiveness of intra-household transfers on poverty rates (%)

Poverty status Sex
Men Women Overall

1976

Poor before transfers 70.9 97.8 86.9
Post-transfer poor 8.0 7.8 7.9
% of reduction 88.7 92.0 90.9
1996

Poor before transfers 50.9 93.1 70.4
Post-transfer poor 8.6 8.5 8.5
% of reduction 83.1 90.9 87.9

Source: Author’s calculations based on the SFIE.

Due to intra-household transfers, about 62% (70.4%-8.5%) of the elderly could
become non-poor in 1996. This is especially true for elderly women where
about 85% (i.e. 93.1%-8.5%) of the pre-transfer poor women could escape
poverty. In other words, the conventional methods of poverty measurement (i.e.
based on equal sharing) can lead to a serious under-estimate of elderly

poverty if there is a significant unequal sharing in an extended family. This is
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especially true for elderly women. This situation can be considered as hidden
poverty since these elderly could be poor under the alternative assumption of

no intra-household support.

Interim summary

® Though co-residing elderly have a higher equivalent income, their
individual income was quite low in comparison with the independent
elderly. Male elderly in couples or male co-residing elderly have about
five-times the individual income of their female counterparts.

® Men in elderly couples are more likely to be the wage-earners with
individual income at least 41% higher than their equivalent income, while
their female counterparts had individual incomes around one-third of
household income.

® Economic incentive is a highly probable primary factor for co-residence
among the elderly, in particular for women. However, women in elderly
couples are at risk of sharp income drops in the event of none or unequal
income sharing, or the death of their husbands.

® The majority of the co-residing elderly have improved their income levels
through co-residence with adult children: over two-thirds of men and 96%
of women.

® About 73% of the co-residing elderly are significantly better-off by
intra-household transfers while only about 16% become significantly
worse-off after income pooling.

® The existence of intra-household transfers was very effective in helping
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the co-residing elderly avoid poverty over time. About nine out of ten
pre-transfer poor elderly have become non-poor due to intra-household
transfers in both 1976 and 1996.

About 62% of co-residing elderly could escape poverty in 1996. This is
especially true for co-residing elderly women.

The conventional method of poverty measurement can lead to a serious
under-estimate of elderly poverty (in particular for elderly women) if there

is an unequal sharing in an extended family.
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Section C: Inter-household transfers

The distribution of the elderly’s mean individual inter-household transfers
(hereafter inter-household transfers) by sex and household type is shown in

Table 6.8.

Table 6.8: Individual inter-household transfers (NT$’000)

Household type by sex Year

1976 1981 1986 1991 1996
Men
Lone elderly 17.8 37.7 35.2 39.7 395
Elderly couple 424 57.3 79.8 95.7 88.4
Co-residing elderly 6.1 8.9 11.1 174 201
Women
Lone elderly 59.1 50.7 88.3 83.7 934
Elderly couple 0.0 3.6 8.8 11.8 11.0
Co-residing elderly 0.3 0.7 1.2 23 5.7

Source: Author’s calculations based on the SFIE.

From Table 6.8, it can be seen that although lone elderly men received a lower
inter-household transfer than lone elderly women over the period 1976-1996,
men in elderly couples received a higher transfer than women in elderly
couples. For the former, it confirms the previous findings (stated in Chapter 1

and 3) that elderly women tend to receive a more significant level of
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inter-household transfers than their male counterparts. Thus, the
inter-household transfer received by the men in elderly couples, may not
necessary dedicated to these men alone. Rather, these transfers should be
regarded as a transfer to the whole household. Therefore, in the rest of this
thesis, elderly couples’ inter-household transfers (for men or women) will be
shared equally between the elderly couples and adjusted by equivalence scale

in the rest of this thesis.

Next, the distribution of the elderly’s inter-household transfers by household

type is shown in Table 6.9.

Table 6.9: Inter-household transfers (NT$’000)

Household type Year

1976 1981 1986 1991 1996
Lone elderly 35.7 415 52.8 53.2 61.0
Elderly couple 272 36.4 55.0 68.0 63.1
Co-residing elderly 26 4.4 6.1 10.4 134

Source: Author’s calculations based on the SFIE.

From Table 6.9, it can be seen that though individual men or women in elderly
couples have received different levels of inter-household transfers than their
counterparts in the lone elderly, the equivalent inter-household transfers to
lone elderly and elderly couples are about the same (NT$ 61,000 and NT$
63,100 respectively) in 1996. In other words, the independent elderly seem to

receive the same equivalent amount of inter-household transfer whether they

190



live alone or with a spouse. By contrast, the co-residing elderly received the
least inter-household transfers - due to the fact that non-co-resident children
reduce the amount of inter-household transfer for those parents who are
already co-resident with other children. Since the distribution of
inter-household transfers among co-residing elderly is very small, we shall only

focus on the effects of these transfers on lone elderly and elderly couples only.

The share of inter-household transfer as a proportion of household income is

shown in Table 6.10.

Table 6.10: Inter-household transfers as a proportion of household

income (%)

Household type by sex Year
1976 1981 1986 1991 1996
Lone elderly: Men 22.6 33.5 23.2 22.7 15.8
Women 58.7 57.2 68.1 55.4 39.3
Overall 38.2 40.4 38.1 32.7 252
Elderly couple 37.2 48.6 49.8 43.5 25.9

Source: Author’s calculations based on the SFIE.

Though the share of inter-household transfer for independent elderly has
fluctuated over the period 1976-1996, the trend is a general decline. In
particular, the share for female lone elderly has dropped about 20% from

58.7% in 1976 to 39.3% in 1996, though that share still accounts for over
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one-third of their household income. The declines among male lone elderly
and elderly couples are on a small scale over the study period. Overall, their
share of inter-household transfer only accounts for one-fourth of their
household income in 1996. Since a greater amount of inter-household transfer
as a proportion of household income represents a higher financial commitment
from children to their elderly parents, the results suggest there is a significant
decline in children’s financial commitment to the independent elderly (in

particular for female lone elderly) over the period 1976-1996.

Next, we shall classify the elderly population into five classes according to the
level of contribution of inter-household transfer to overall household income.
The lowest class (0%) indicates no inter-household transfer received from
children while the top class (50+%) indicates the elderly have more than half of
their household income from inter-household transfers. The distribution of the
elderly by the level of inter-household transfers as a proportion of household

income is shown in Table 6.11.

Though the amount of inter-household transfer as a proportion of household
income for independent elderly has declined over the period 1976-1996 (see
Table 6.10), Table 6.11 shows there is an increase in the proportion of lone
elderly and elderly couples receiving inter-household transfers (+3.2% and
+7.9% respectively) over the same period. Nevertheless, there are still over
one-third of lone elderly men without inter-household transfers in 1996 while it
is only 5% for lone elderly women. Although the proportion of the elderly with a
significant level of inter-household transfers (of more than half of the

household income) has declined significantly over the period 1976-1996, this
192



still accounts for over one-third of lone elderly women in 1996.

Table 6.11: Distribution of the elderly by the level of inter-household

transfers as a proportion of household income (%)

Household type by Inter-household transfer as % of household income  Total Sample

sex 0 1-10 10-30 30-50 50+ size

1976

Lone elderly: Men 38.1 23.8 14.3 4.8 19.0 100.0 22
Women 12.5 6.3 12.5 6.2 62.5 100.0 15
Overall 27.0 16.2 13.6 5.4 37.8 100.0 37

Elderly couple 14.5 22.8 14.5 16.9 31.3 100.0 84

1996

Lone elderly: Men 36.2 21.6 19.4 13.1 9.7 100.0 268
Women 5.1 10.6 23.0 253 36.0 100.0 178
Overall 23.8 17.2 20.9 17.9 20.2 100.0 446

Elderly couple 6.6 245 32.6 19.3 17.0 100.0 882

Source: Author’s calculations based on the SFIE.

Since the sample size for male and female lone elderly was less than 30 in
1976, we have to draw any conclusion carefully from these 1976 elderly
groups. Nevertheless, both lone elderly and elderly couples with significant

levels of inter-household transfer (over 50% of household income) have
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declined by 17.6% and 14.3% respectively over the period 1976-1996, though
a slightly increased proportion of independent elderly have received these

transfers over the same period.

Table 6.12 presents mean inter-household transfers by income quintile as a

proportion of household income.

Table 6.12: Inter-household transfers as a proportion of household

income by income quintile in 1996 (%)

Household type by sex Income quintile
Bottom 2 3 4 Top
Lone elderly: Men 35.3 18.7 16.2 9.6 9.4
Women 38.2 40.3 35.0 491 35.6
Overall 37.1 28.3 23.5 223 15.9
Elderly couple 39.3 28.7 24.9 26.1 13.5

Source: Author’s calculations based on the SFIE.

In terms of the levels of inter-household transfers by income quintile, male lone
elderly and elderly couples with lower income have a higher dependency on
inter-household transfers from children (see Table 6.12). For example, the
level of inter-household transfers from children is 39.3% for elderly couples in
the bottom quintile while it is only 13.5% for the top quintile. For male lone
elderly, the level also declined from the bottom (35.3%) to top quintile (9.4%)

while it accounts for 35-50% among female lone elderly across all income

194



levels. This suggests that inter-household transfer is an important source of
income (say, at least one-third of household income) for lone elderly women
whether they are poor or rich. By contrast, inter-household transfers are only

important for less well-off lone elderly men and elderly couples.

Next, we shall examine the inter-household transfer as a proportion of poverty

line by income quintile in Table 6.13.

Table 6.13: Inter-household transfers as a proportion of poverty line by

income quintile in 1996 (%)

Household type by sex Income quintile
Bottom 2 3 4 Top
Lone elderly: Men 28.5 25.8 34.2 27.4 42.0
Women 27.8 53.5 70.9 146.1 150.1
Overall 28.1 38.1 48.5 65.6 69.0
Elderly couple 30.2 37.9 52.4 74.8 57.3

Source: Author’s calculations based on the SFIE.

Although the previous table shows that poorer independent elderly tend to
have significantly heavier reliance of inter-household transfers than their richer
counterparts, Table 6.13 clearly shows there is an inverse variation between
the independent elderly’s inter-household transfer and their equivalent income.
Although the low-income independent elderly have substantial inter-household

transfers at least one-quarter of poverty line, the richer (top two quintile)
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independent elderly have inter-household transfer more than half of poverty

line; richer female lone elderly have inter-household transfers even above

poverty line by 46%. Although the inter-household transfer is substantial, only

richer lone elderly women could prevent poverty by this transfer alone, and the

family-centred policy of the Taiwan government is at risk since the bottom

quintile independent elderly only received inter-household transfers below

one-third of the poverty line.

The effectiveness of inter-household transfers in poverty rate reduction is

examined in Table 6.14.

Table 6.14: Effectiveness of inter-household transfers on poverty rates

(%)

Poverty status Lone elderly Elderly
Men Women Overall couple

1976

Poor before transfers 28.6 62.5 43.2 41.0

Post-transfer poor 9.5 6.3 8.1 4.8

% of reduction 66.8 89.9 81.3 88.3

1996

Poor before transfers 243 65.2 40.6 424

Post-transfer poor 7.1 16.9 11.0 13.8

% of reduction 70.8 741 729 67.5

Source: Author’s calculations based on the SFIE.
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In Table 6.14, about seven out of ten pre-transfer poor lone elderly or elderly
couples have became non-poor due to inter-household transfers in 1996.
Nevertheless, the effectiveness of the poverty reduction for lone elderly and
elderly couple fell 8% and 21% respectively over the period 1976-1996. In
addition, the independent elderly’'s post-transfer poverty has increased
substantially over the survey period. Elderly couples’ post-transfer poverty has
increased substantially from 4.8% to 13.8% over the study period. In the same
way as intra-household transfers did for co-residing elderly, Table 6.14 shows
that inter-household transfers have played a crucial role in preventing poverty
for independent elderly. However, the effectiveness of poverty reduction has

declined over the period 1976-1996.

Interim summary

® The independent elderly seem to receive the same equivalent amount of
inter-household transfer whether they live alone or with a spouse. By
contrast, the co-residing elderly received much lower inter-household
transfers.

® Although inter-household transfers still account for over one-quarter of
household income among the independent elderly in 1996, there is a
significant decline in children’s financial commitment to the independent
elderly (in particular for female lone elderly) over the period 1976-1996.

® The proportions of lone elderly and elderly couples with significant levels
of inter-household transfer (over 50% of household income) have declined

by 17.6% and 14.3% respectively over the period 1976-1996; a slightly
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increased proportion of independent elderly have received these transfers
over the same period.

The inter-household transfer is an important source of income for lone
elderly women whether they are poor or rich. By contrast, poorer lone
elderly men or elderly couples tend to have a significantly higher level of
inter-household transfers than their richer counterparts.

Well-off lone elderly women could prevent poverty by inter-household
transfer alone, while this was not the case for the bottom quintile
independent elderly.

Although inter-household transfers have played a crucial role in
preventing poverty for the independent elderly, their effectiveness of

poverty reduction has declined over the period 1976-1996.
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Section D: Trade-off of familial support

against living arrangements

The distribution of elderly with half of equivalent income from familial support

(the sum of inter- and intra-household transfers) is shown in Table 6.15.

Table 6.15: Elderly with half of income from familial support (%)

Household type by sex Year

1976 1981 1986 1991 1996
Meri
Lone elderly 19.0 34.1 21.9 22.8 11.2
Elderly couple 71 5.1 8.9 10.6 9.3
Co-residing elderly 73.0 70.6 70.8 64.4 50.4
Women
Lone elderly 62.5 60.0 77.3 62.4 416
Elderly couple 97.6 94.9 92.8 89.9 88.0
Co-residing elderly 98.1 98.6 97.6 97.8 914
Overall
Lone elderly 37.8 41.7 40.3 34.9 233
Elderly couple 51.8 50.0 50.5 49.9 48.5
Co-residing elderly 87.9 85.8 84.4 80.0 69.4

Source: Author’s calculations based on the SFIE.
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In Table 6.15, it can be seen that the percentage of lone elderly and
co-residing elderly with more than half of income from familial support has
reduced by at least 14% over the period 1976-1996. However, about seven out
of ten co-residing elderly still received such a level of transfers in 1996 while it
was about one out of five for lone elderly. In addition, about nine out of ten
women co-residing elderly had more than half of income from family support in
1996 while it was about half for their male counterparts. Concerning elderly
couples, there was no significant decline for the proportion of the elderly (about
50%) with more than half of income from familial support. Thus, the results
suggest that elderly couples and co-residing elderly still relied heavily on
familial support over the study period. For lone elderly, the importance of family
support was declining and few elderly were heavily reliant on this transfer in

1996.

The elderly’s familial support by sex and household type is shown in Table

6.16.

Table 6.16: Familial support in 1996 (NT$°000)

Household type Sex

Men Women Overall
Lone elderly 39.5 93.4 61.0
Elderly couple -40.6 234.0 96.4
Co-residing elderly 58.8 219.3 132.9

Source: Author’s calculations based on the SFIE.
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Concerning familial support, Table 6.16 shows the elderly are not a
homogenous group in terms of living arrangements and sex. Women from
elderly couples and co-residing elderly have received a more significant
transfer from familial support than have elderly men. For example, co-residing
elderly men could receive family transfers of NT$ 58,800, significantly lower
than that of their female counterparts (NT$ 219,300). Among elderly couples,
women could receive familial support of NT$ 234,000 while the men, on
contrary, would give a net transfer of NT$ 40,600. Female lone elderly receive
far less familial support (NT$ 93,400) than women from elderly couples or
female co-residing elderly though they still receive more than twice the familial
support than that of lone elderly men (NT$ 39,500). There is a similar degree
of economic incentive for elderly women to live with their children or male
spouse, with a much weaker incentive in the case of elderly men. This
suggests that there was a strong economic incentive for the elderly to live with

their children rather than living alone or with a spouse only in 1996.

In terms of pre-transfer poverty, Table 6.17 shows that elderly women (in
particular from elderly couples and co-residing elderly) have extremely high
proportions of pre-transfer poverty in 1996. For example, 95% for co-resident
elderly women, and even for female lone elderly, two-thirds of them were poor
before this transfer. Similarly, over half of male co-residing elderly would also
fall in poverty without transfers from familial support. Overall, about half of the
independent elderly are poor without familial support in 1996 while it is
three-quarters for co-residing elderly. As far as the effectiveness of poverty
reduction is concerned, the transfers from familial support have been very

effective for the elderly. At least two-thirds of the pre-transfer poor elderly have
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been lifted out of poverty in 1996 by this transfer, and in particular, it was over
86% for the co-residing elderly. The results suggest that co-residence with

families can still be regarded as the most effective way to avoid poverty.

Table 6.17: Effectiveness of familial support on poverty rates in 1996 (%)

Household type by Poverty status % of reduction
sex Poor before transfers  Post-transfer poor

Men

Lone elderly 27.2 9.3 65.8
Elderly couple 18.1 14.5 19.9
Co-residing elderly 55.5 9.8 82.3
Women

Lone elderly 68.0 19.7 71.0
Elderly couple 88.9 14.5 83.7
Co-residing elderly 95.0 10.0 89.5
Overall

Lone elderly 43.5 13.5 69.0
Elderly couple 53.4 14.5 72.8
Co-residing elderly 73.7 9.9 86.6

Source: Author’s calculations based on the SFIE.
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Conclusion

It has been found that the majority of co-residing elderly appeared to improve
their income levels through intra-household transfers: over two-thirds of
co-residing men and 96% of co-residing women improved their income level
through such transfers. In particular, about three-quarters of the co-residing
elderly are significantly better-off by intra-household transfers. This suggests
economic incentive is a highly probable primary factor for co-residence among
the elderly, in particular for women. Moreover, the existence of intra-household
transfers was also very effective in helping nine out of ten co-residing elderly
who were pre-transfer poor to avoid poverty between 1976 and 1996. However,
the conventional method of poverty measurement can lead to a serious
under-estimate of the elderly poverty (in particular for elderly women) if there is

an unequal sharing in an extended family.

With respect to inter-household transfer, the independent elderly received a
substantial amount of such transfers in 1996, though this transfer as a
proportion of household income declined significantly (in particular for female
lone elderly) over the period 1976-1996. The low-income independent elderly
only received inter-household transfer amounting to a quite small fraction of
the poverty line while this transfer alone was enough to prevent poverty among
well-off lone elderly women. Nevertheless, inter-household transfers have
played a crucial role in preventing poverty for independent elderly people,
though the effectiveness on poverty reduction has declined between 1976 and

1996.
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In terms of total familial support, the co-residing elderly received more than the
independent elderly. This suggests that there is still a strong economic
incentive for the elderly to live with their children rather than living alone or with
a spouse only. At least 86% of the pre-transfer poor co-residing elderly had
been lifted out of poverty in 1996 by this transfer, which was higher than for the
lone elderly and elderly couples (69% and 73% respectively). The results
suggest that co-residence with families can still be regarded as the most
effective way to avoid poverty. This analysis generally supports the view that
familial support was still substantial up to 1996, but its share of household

income was decreasing over the period 1976-1996.
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CHAPTER 7: SOCIAL SECURITY
AND THE INCOME OF THE
ELDERLY

Introduction

The purpose of this chapter is to assess the effects (adequacy, effectiveness
and efficiency) of social security for the elderly’s economic status in Taiwan.
We shall mainly focus on the impact of social security in the single year 1996
rather than over a period, as in the previous two chapters. This is because
social security expenditure did not reach a significant level until the early

1990s.

This chapter is divided into four sections. Section A sets out the conceptual
framework for the analysis. Sections B to D treat social security as a whole and
analyse its distribution, coverage, effectiveness and efficiency of targeting the
poor elderly. Then, the individual effects (i.e. coverage, adequacy and
effectiveness) of four social security schemes are shown in Section E; these
are social insurance, occupational retirement schemes, social assistance and
social allowances. The summaries of the main findings are set out in the

interim summaries and the conclusion.

205



Section A: Concepts and methods

Social security transfers

Social security transfers, in this chapter, comprise benefits from four individual
schemes: social insurance, occupational retirement payment (including
Veterans’ Subsidies®), social assistance (mainly Low-Income Household Aids)
and social allowances (including Old Age Allowance and Old Age Farmer
Allowance). Government subsidies for NHI premiums® will be excluded from
the definition since we are only interested in cash income. We shall analyse
social security transfers in terms of “equivalent social security transfers”,
similar to the concept of equivalent inter-household transfers in Chapter 6. This
is defined as the household’s social security transfers adjusted by their
associated equivalent scales. In addition, transfers are measured by their

mean values.

Poverty gap

In addition to the “headcount” income poverty, in this chapter the average
poverty gap is used (the income shortfall relative to the poverty line), as well as

the aggregate poverty gap (the cumulative sum of income shortfall relative to

% It should be noted that although Veterans’ Subsidies are defined as part of social assistance
schemes in Chapter 2, in the SFIE it is regarded as an occupational retirement scheme.

® Some disadvantaged groups can have a proportion of their premiums contributed by the
government on their behalf; in particular, the contributions for low-income households are

totally borne by the government (Ku, 1998a).
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the poverty line). Although Deleeck et al. (1992) point out that the headcount
measure of poverty is useful for its simplicity of presentation since it is easily
interpretable for the non-expert, even for the layman, it is conceptually at odds
with most people’s view of poverty, which is to see it as a matter of degree”'.
One merit of using poverty gap measurement is that it permits us to distinguish
between a situation where the poor are concentrated in a zone near the
poverty line and a situation where a significant number of households are

seriously deprived.

Effectiveness and efficiency on poverty gap reduction

There are a growing number of Taiwanese studies that focus on the
distribution of social welfare expenditure to various socio-economic groups of
the population®2. However, there are only two studies that have researched on
the impact of social security on the income of the elderly in Taiwan. Bradshaw
and Chen (1996) have examined the effect of Taiwanese social security on the
reduction of income inequality and poverty rate for the elderly. By contrast,
Kwon (1999) has investigated the distribution and adequacy of Taiwanese
social security for the income of the elderly. However, the extent to which

social security has been effective in reducing the elderly’s poverty gap and its

* The headcount measure has been criticized, notably by Sen (1979), because it takes no
account of how far below the poverty line poor households actually are.

%2 For example, Wang (1994b) examines the effect of the welfare state on income distribution
in Taiwan with respect to both taxation and social welfare policies. Li (1997) uses a

comprehensive measure to assess Taiwan's welfare spending and its distributional effects.
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efficiency as a tool in distributing transfer, has up to now been unexplored.

Our technique used to measure the effects of social security was originally
proposed by Beckerman (1979). To illustrate Beckerman'’s approach, Figure
7.1 shows the components of the analysis. This technique combines the
classic head count approach with the poverty gap approach. An important
point to note is that Beckerman's measures are driven by the poverty gap,
which is a reliable means of addressing poverty issues at the aggregate level.
The notion of the aggregate poverty gap can be defined “the total amount
needed, theoretically, to raise the incomes of all poor households to the level of
the poverty line”. The estimation of the “poverty gap” allows us to learn more
about certain aspects of poverty, particularly those relating to the intensity of

poverty.
Figure 7.1: lllustration of Beckerman ratios

Post-transfer equivalent income

Income

Poverty line

Pre-transfer equivalent income

Households ranked by income with poorest on left

Source: Adapted from Beckerman (1979: 53)
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On the basis of Figure 7.1, three synthetic indicators reflecting the impact of

social security transfers on poverty gap can be proposed as follows:

1. The effectiveness of poverty gap reduction = A/ (A+D)
2. The efficiency of poverty gap reduction = A/ (A+B+C) and

3. The spillover= (B+C)/(A+B+C)

The area (A+B+C) represents total social security transfers. Area D is the
post-transfer poverty gap and area (A+ D) the pre-transfer poverty gap. Area
(B+C) stands for that proportion of social security transfers which is received
by households who do not strictly need it for their security of subsistence. It
should be noted that the spillover defined here has been modified from the
original Beckerman definition (i.e. B/(A+B)), which only concerns the
pre-transfer poor households. In our definition, we shall include the spillover
caused by all households (including pre-transfer non-poor households) since
we are most interested to assess the spillover of social security transfers

towards all households.

Effects of social security by individual scheme

In Section E, we shall focus on the effects of social security in terms of four
individual schemes: social insurance, occupational retirement schemes, social
assistance and social allowances. The approach is basically the same as the
rest of the chapter where distribution, coverage and effectiveness and
efficiency are the major yardsticks for measurement. However, there are some

important differences. First, the analysis is carried out only for households
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actually receiving the particular type of transfer income rather than all
households *3. Thus, inadequacies due to the rules of entittement or
non-take-up® are not considered. Second, pre-transfer income is defined as
available household income (i.e. net income) minus the particular type of
transfer, rather than all transfers. In other words, the definition of pre-transfer
income implies that the effect of each scheme is assessed in the situation that
all other kinds of transfer have already been received. For example, whilst
analysing the adequacy of social insurance, pre-transfer income excludes
these payments, but it may include the transfers from other three schemes.
Thus what is in fact measured is the marginal effect of a particular kind of
transfer, and the results by scheme cannot be interpreted as a strict
decomposition of the overall effect of public transfer and they should be

viewed in this light.

Goals of social security

There are multiple goals for social security programmes. Although we have

mainly examined the effect of social security transfers in reducing poverty, it

% For detailed discussions, see Deleeck et al., (1992).

% Factors affecting take-up include the knowledge of benefits, the complexity of benefit
systems, the problem of administrative hassle, stigma, the fear of negative consequences
flowing from claims to benefit and the lack of real gains. The take-up for social assistance is
likely to be higher than for other social security benefits (Hill, 1990) - this is attributed to its
characteristics in the meeting of individual need. Also, the take-up of social assistance benefit

is likely to rise with the amount to which the individual is entitled.
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has to be kept in mind that relieving poverty is certainly not the only aim of
social security schemes (see Section A, Chapter 2). But it does not seem
pointless or invalid to assess to what extent social security transfers succeed
in achieving one particular aim, meanwhile disregarding, for the moment, other
aims, as long as it is kept in mind that only a particular evaluation is carried.
For our purposes, however, it is sufficient that we assume that the alleviation of
poverty is the primary goal of social security. Thus, the relatively simple
numerical exercise undertaken in this thesis aims only to serve as a

preliminary study for the impact of social security in Taiwan.
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Section B: Distribution and adequacy of

social security transfers

Table 7.1 presents the changes of equivalent social security transfers

(hereafter social security transfers) to the elderly over the period 1976-1996.

Table 7.1: Social security transfers of the elderly (NT$'000)

Household type Year Rate of
1976 1981 1986 1991 1996 increase*
Lone elderly 5.1 9.4 10.0 50.8 97.1 15.9
Elderly couple 17.2 3.3 4.5 22.9 711 7.4
Co-residing elderly 0.7 0.9 24 9.5 34.8 21.8
All elderly 1.8 1.4 3.0 14.8 47.4 17.9
All non-elderly 0.4 0.7 1.7 5.2 11.9 17.9

Source: Author’s calculations based on the SFIE.
*Note: The rate of increase is defined as the effective percent per annum growth over the

period 1976-1996.

Table 7.1 shows what social security transfers remained relatively unchanged
in real terms across all elderly groups over the period 1976-1986, then a
dramatic increase over the period 1991-1996. Both the elderly and the
non-elderly have the same growth rate in social security transfers at 17.9% p.a.
over the period 1976-1996, but the non-elderly’s transfer in 1996 (NT$ 11,900)
is less than one-quarter of that of the elderly (NT$ 47,400). Among the elderly,

independent elderly had at least twice the average social security transfers
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compared with co-residing elderly in 1996. This suggests that social security
has a more important role in providing income for independent elderly than for

co-residing elderly and non-elderly.

It should be noted that in 1976 the transfers for elderly couples were extremely
high (NT$ 17,200) compared with the average amount among all elderly (NT$
1,800), or that for lone elderly (NT$ 5,100), compared with the amount for
elderly couples in 1981 (NT$ 3,300) or 1986 (NT$ 4,500). One plausible
explanation for this is a significantly higher social assistance transfer received
by elderly couples in 1976. It can also be partly explained by the higher
“severe poverty” experienced among elderly couples (4.8%) compared with
other elderly groups, such as lone elderly (2.7%), in 1976 (see Table 5.6). Next,
the elderly by the level of social security transfers as a proportion of household

income is examined in Table 7.2.

Table 7.2: The elderly by the level of social security transfers as a

proportion of household income (%)

Household type Social security transfers as % of household income Total
0 1-10 10-30 30-50 50+

Lone elderly 11.2 14.4 24.9 14.1 35.4 100.0

Elderly couple 12.0 19.5 33.8 19.7 15.0 100.0

Co-residing elderly 1.7 66.6 21.8 6.4 3.5 100.0

All elderly 4.5 52.8 245 9.5 8.7 100.0

All non-elderly 1.4 92.3 4.6 11 0.6 100.0

Source: Author’s calculations based on the SFIE.
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It can be seen that there are significant proportions of independent elderly with
a high proportion of household income from social security transfers.
Concerning the proportion of people for whom social security makes up more
than half of household income, it is one-third (35.4%) and 15% for lone elderly
and elderly couples respectively in 1996 while it is extremely low for the
non-elderly (only 0.6%). Moreover, the majority of co-residing elderly and
non-elderly (68% and 94% respectively) has less than 10% of household
income arising from social security. These figures suggest that the income
source from social security was much more important to independent elderly

than co-residing elderly or non-elderly.

Next, social security transfers as a proportion of household income across all

income quintiles is shown in Table 7.3.

Table 7.3: Social security transfers as a proportion of household income,

by income quintile (%)

Household type Income quintile

Bottom 2 3 4 Top
Lone elderly 35.8 347 34.6 459 31.0
Elderly couple 229 244 27.7 21.8 29.7
Co-residing elderly 12.0 9.2 10.0 10.4 10.8
All elderly 17.5 14.4 14.9 14.8 15.4

Source: Author’s calculations based on the SFIE.

The results suggest that although less well-off elderly in general have a higher
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proportion of social security than their richer counterparts, the difference is not
significant. In fact, the elderly couples’ bottom quintile even had a lower
proportion of household income from social security than their top quintile

(22.9% vs. 29.7%) though this was not the case for lone elderly.

Next, we shall examine the adequacy of social security transfers (as a

proportion of poverty line) across all income quintiles in Table 7.4.

Table 7.4: Social security transfers as a proportion of poverty line by

income quintile (%)

Household type Income quintile

Bottom 2 3 4 Top
Lone elderly 42.3 59.7 74.4 125.7 130.1
Elderly couple 274 43.9 60.5 60.3 129.0
Co-residing elderly 14.7 16.7 22.5 30.0 58.3
All elderly 211 257 32.9 41.9 75.3

Source: Author’s calculations based on the SFIE.

Table 7.4 clearly shows there is a proportional variation between the elderly’s
equivalent income and social security transfers. The all elderly top quintile
receives social security transfers equal to three-quarters (75.3%) of poverty
line while it was only about one-fifth (21.1%) for their bottom quintile
counterparts. Concerning the bottom quintile, the independent elderly received
social security transfers equal to less than half of the poverty line (one-quarter

for elderly couples) while their top quintiles have these transfers equal to about
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130% of poverty line. The social security transfer has a lower value for
co-residing elderly where their bottom quintile has a transfer equal to 14.7% of

poverty line.

The above results show that social security has not been progressively
distributing transfers to the poorer elderly and so has not helped equalize
income distribution of the elderly after retirement. The low-income independent
elderly only received social security transfer amounting to a quite small fraction
of the poverty line while this transfer alone was enough to prevent poverty

among well-off independent elderly.
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Section C: Effectiveness of social security

transfers

First, the effectiveness of social security on the reduction of headcount poverty

is shown in Table 7.5.

Table 7.5: Effectiveness of social security transfers on poverty rates (%)
Household type Poverty status % of reduction

Poor before transfers Post-transfer poor

Lone elderly 56.3 13.5 76.0
Elderly couple 42.6 14.5 66.0
Co-residing elderly 18.4 9.9 46.2
All elderly 26.5 11.1 58.1
All non-elderly 8.1 6.0 25.9

Source: Author’s calculations based on the SFIE.

In Table 7.5, it can be seen that although a quarter (26.5%) of pre-transfer
elderly are poor in 1996, more than half (58.1%) of these poor elderly have
been taken out of poverty by social security transfers. For lone elderly,
three-quarters (76%) were raised through social security while it was about
two-thirds (66%) for elderly couples and 46.2% for co-residing elderly. In
particular, social security has played an important role in lifting the pre-transfer

poor independent elderly from poverty (by at least two-thirds).

In terms of poverty reduction, it is not only important to know what percentages
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of the elderly (by headcount measure) are falling below the poverty standard
before and after government benefits; it is also important to assess the gap
below the poverty line as a proportion of poverty line (i.e. the intensity of

poverty).

The effectiveness of social security on the poverty gap is presented in Table

7.6.

Table 7.6: Effectiveness of social security transfers on poverty gap (%)
Household type Poverty status % of reduction

Poor before transfers Post-transfer poor

Lone elderly 50.4 17.4 65.4
Elderly couple 37.0 19.6 46.9
Co-residing elderly 29.2 18.5 36.6
All elderly 35.8 18.7 47.8
All non-elderly 22.0 17.9 18.4

Source: Author’s calculations based on the SFIE.
Note: The poverty gap is defined as the shortfall relative to the poverty line and can be

exDressed as a proportion of poverty line.

From Table 7.6, it can be seen that though the elderly’s pre-transfer poverty
gap (35.8%) is greater than that of the non-elderly (22%), the former’s poverty
gap has been significantly reduced by half (47.8%) due to social security while
it was only 18.4% for the latter. Although the pre-transfer poverty gap among

lone elderly and elderly couples was as high as 50.4% and 37% respectively,
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their post-transfer poverty gaps are less than 20%, similar to that of the
non-elderly. The lone elderly experiences the greatest reduction of pre-transfer
poverty gap (65.4%), with 46.5% for elderly couples and 36.6% for co-residing
elderly. These results suggest that social security transfers have reduced by
almost half the poverty gap among all poor elderly, in particular poor lone

elderly (by two-thirds).

The effectiveness of social security on the reduction of aggregate poverty gap

is shown in Table 7.7.

Table 7.7. Effectiveness of social security transfers on aggregate poverty

gap
Household type Aggregate poverty gap, NT$’ million % of reduction
Poor before transfers Post-transfer poor

Lone elderly 16.8 1.4 91.7
Elderly couple 18.5 3.3 81.9
Co-residing elderly 249 8.5 65.9

All elderly 61.1 13.4 78.1

All non-elderly 114.7 69.2 39.7

Source: Author’s calculations based on the SFIE.
Note: The aggregate poverty gap is defined as the aggregate income shortfall of all poor

individuals with respect to poverty line.

From Table 7.7, it can be seen that there is a significant percentage of

reduction in the aggregate poverty gap among the elderly (78.1%) compared
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with the non-elderly (39.7%). Lone elderly and elderly couples have
experienced significant reductions on aggregate poverty gap by 91.7% and
81.9% respectively. In terms of monetary value, the aggregate poverty gap for
all elderly fell substantially from NT$ 61.1 million before the transfer to NT$
13.4 million after. This implies that, in principle, an extra social security transfer
of NT$ 13.4million (per adult equivalent) with perfect targeting (100% efficiency)
would eliminate poverty among the elderly in the SFIE sample population. For
the whole population, it would be necessary to adjust this figure by multiplying
by the ratio of population against this sample size to reflect the true aggregate

poverty gap among all households in Taiwan.

The effectiveness of a social security system can also be judged by the extent
to which indices of inequality, such as the Gini coefficient, decrease (or

increase) during the transfer process, as shown in Table 7.8.

Table 7.8: Effectiveness of social security transfers on the Gini

coefficients

Household type Gini coefficients Change
Before transfers After transfers

Lone elderly 0.45 0.28 -0.17

Elderly couple 0.36 0.29 -0.07

Co-residing elderly 0.30 0.28 -0.02

All elderly 0.33 0.28 -0.05

All non-elderly 0.28 0.27 -0.01

Source: Author’s calculations based on the SFIE.
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From Table 7.8, it can be seen that the elderly have experienced a significant
reduction on the Gini coefficient (by 0.05) through social security transfers
compared with 0.01 for the non-elderly. Concerning lone elderly and elderly
couples, though their pre-transfer Gini coefficients are as high as 0.45 and
0.36 respectively, their coefficients dropped by 0.17 and 0.07 respectively. In
contrast, the drop was only 0.02 for co-residing elderly. Thus social security
transfers have proved to be very effective tool for reducing income inequality

among the elderly, in particular for lone elderly.

Interim summary

® Although both the elderly and the non-elderly have the same growth rate
of social security transfers over the period 1976-1996, the non-elderly’s
transfer was only about one-quarter of the elderly’s (NT$ 11,900 vs. NT$
47,400).

® Among the elderly, independent elderly have at least twice the average
social security transfers compared with the elderly in extended
households in 1996.

® Concerning the proportion of people for whom social security makes up
more than half of household income, it is one-third (35.4%) and 15% for
lone elderly and elderly couples respectively in 1996 while it is extremely
low (only 0.6%) for the non-elderly. Moreover, the majority of co-residing
elderly and non-elderly (68% and 94% respectively) have less than 10%
of household income arising from social security.

® Social security does not necessary play a more important role for less
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well-off elderly compared with well-off counterparts (e.g. elderly couples).
Social security is not progressively distributing transfers to the poorer
elderly and does not help equalize income distribution of the elderly after
retirement. The low-income independent elderly only received social
security transfer amounting to a quite small fraction of the poverty line. On
the other hand, this transfer alone was enough to prevent poverty among
some well-off independent elderly.

Social security has played an important role in lifting the pre-transfer poor
independent elderly from poverty (by at least two-thirds). Concerning
poverty gap, this transfer has reduced by almost half the poverty gap
among all poor elderly, in particular poor lone elderly (by two-thirds).

In terms of the effectiveness on the reduction of aggregate poverty gap,
lone elderly and elderly couples have experienced reductions of 91.7%
and 81.9% respectively. And, in principle, an extra social security transfer
of NT$ 13.4million with perfect targeting (100% efficiency) would eliminate
poverty among the elderly in the SFIE sample population.

Through social security, the elderly have a higher drop on the Gini
coefficient than the non-elderly (0.05 vs. 0.01), in particular for lone elderly

(by 0.17).
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Section D: Efficiency of social security

transfers

In the previous section, although a significant proportion of poverty headcount
and poverty gap have been effectively reduced by social security, it is also

desirable to examine the efficiency of its total associated costs.

Before social security transfers

The pre-transfer “income surplus” or “poverty gap” by poverty status (i.e.
pre-transfer non-poor, non-poor due to transfer or post-transfer poor) is

presented in Table 7.9.

Table 7.9: Pre-transfer income surplus or poverty gap (%)

Household type Poverty status
Pre-transfer Non-poor due to Post-transfer poor
non-poor transfers

Lone elderly 90.4 -50.2 -51.1
Elderly couple 86.6 -32.9 -44.9
Co-residing elderly 104.3 -24.0 -33.6
All elderly 100.8 -33.8 -38.5
All non-elderly 129.3 -17.4 -23.6

Source: Author’s calculations based on the SFIE.
Note: The poverty gap (or income surplus) is the amount of income below (or above) poverty

line as a proportion of poverty line.
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Table 7.9 shows that the pre-transfer elderly have a lower income surplus and
a higher poverty gap than that of the pre-transfer non-elderly whatever the
poverty status. For example, the pre-transfer non-poor elderly’s income
surplus was about 100% while it was 129% for their non-elderly counterparts.
At the same time, the post-transfer poor elderly have a higher pre-transfer
poverty gap (38.5%) than that of the non-poor-due-to-transfer elderly (33.8%),
in particular among elderly couples and co-residing elderly. This suggests that
post-transfer poverty among the elderly was partly due to a higher poverty gap

even before social security transfers.

After social security transfers

Next, mean social security spillover or poverty gap is shown in Table 7.10.

Table 7.10: Post-transfer spillover or poverty gap by poverty status (%)

Household type Poverty status
Pre-transfer Non-poor due to Post-transfer poor
non-poor transfers

Lone elderly 41.7 67.4 -17.4
Elderly couple 42.5 57.7 -19.6
Co-residing elderly 23.0 46.0 -18.5
All elderly 27.0 55.1 -18.7
All non-elderly 8.2 31.7 -17.9

Source: Author’s calculations based on the SFIE.
Note: The poverty gap (or spillover) is the amount of income below (or social security transfers

above) poverty line as a proportion of poverty line.
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From Table 7.9 and Table 7.10, it can be seen that the poverty gap from
pre-transfer poor elderly to the post-transfer poor elderly has dropped
significantly because of social security transfers (from 38.5% to 18.7%).
However, the transfers were rather inefficient, since a substantial amount of
social security transfers were distributed to households in excess of what was
strictly needed to stay above the poverty line. For example, the pre-transfer
non-poor elderly and the non-poor-due-to-transfer elderly have a spillover from
social security of about 27% and 55% respectively; in particular, among
independent elderly. Moreover, since the poor elderly were in a minority in the
sample of the SFIE, social security transfers alone could have lifted them from

poverty if the inefficiencies had been improved.

Next, the elderly’s social security transfer by poverty status is shown in Table
7.11. It can be seen that the elderly have received higher social security
transfers than their non-elderly counterparts by poverty status. Among the
elderly, the post-transfer poor elderly receive a social security transfer of NT$
26,300, less than a quarter of that for the non-poor-due-to-transfer elderly
(NT$ 118,000). Even for the pre-transfer non-poor elderly, they have a social
security transfer of NT$ 35,800, which is still higher than that of post-transfer
poor elderly. The post-transfer poor elderly received a lower social security
transfer than the pre-transfer non-poor elderly, and even lower than that of the
non-poor-due-to-transfer elderly. This suggests that a substantial amount of
social security transfers were distributed to households in excess of what was

strictly needed to stay above the poverty line.
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Table 7.11: Social security transfers by poverty status (NT$°000)

Household type Poverty status
Pre-transfer Non-poor due to Post-transfer poor
non-poor transfers

Lone elderly 554 156.1 44.8
Elderly couple 56.5 120.3 33.6
Co-residing elderly 30.5 92.9 20.1
All elderly 35.8 118.0 26.3
All non-elderly 10.9 65.2 7.6

Source: Author’s calculations based on the SFIE.

Next, the efficiency of total social security transfers in helping to close the total
poverty gap is illustrated in Table 7.12. Since our efficiency ratio includes all
elderly receiving social security transfers (including pre-transfer non-poor
households), the efficiency ratio is expected to be lower than as calculated by
Beckerman’s original method (see Section 7.2). From Table 7.12, it can be
seen that the efficiency of the total social security transfer among the elderly is
rather low, with only one-fifth (or NT$ 47.7 million) of these transfers spent on
closing the poverty gap. But the efficiency for the non-elderly is even lower,
only 7.9%. Concerning lone elderly, though they have the highest efficiency
ratio among all elderly, two-thirds of their associated transfers have been
‘wasted” (i.e. targeted to individuals above the poverty line). For elderly
couples, the “waste” is about three-quarters (75.9%) of their associated social

security transfers, and it is about 86% for co-residing elderly.
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Table 7.12: Efficiency of total social security transfers in closing the

aggregate poverty gap

Household type Social security, NT$’ million % of reduction
In closing aggregate poverty gap Total

Lone elderly 154 43.3 35.6

Elderly couple 15.1 62.7 241

Co-residing elderly 16.4 121.6 13.5

All elderly 47.7 229.9 20.8

All non-elderly 455 577.2 7.9

Source: Author’s calculations based on the SFIE.

Note: For the definition of aggregate poverty gap, see the note of Table 7. 7.

Interim summary

+ The post-transfer poor elderly have a higher pre-transfer poverty gap
(38.5%) than that of the non-poor-due-to-transfer elderly (33.8%), in
particular among elderly couples and co-residing elderly. This suggests
that post-transfer poverty among the elderly was partly due to a higher
poverty gap even before social security transfers.

« The poverty gap from pre-transfer poor elderly to post-transfer poor
elderly has dropped significantly due to social security transfers (from
38.5% to 18.7%). However, the social security transfer was rather
inefficient since a substantial amount of social security transfers did not
target the elderly in need.

. Since the poor elderly were still in a minority in the sample of the SFIE,
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social security could have lifted them from poverty if the inefficiencies had
been improved.

The post-transfer poor elderly received a lower social security transfer
than the pre-transfer non-poor elderly, and even lower than that of the
non-poor-due-to-transfer elderly. This suggests that a substantial amount
of social security transfers were distributed to households in excess of
what was strictly needed to stay above the poverty line.

The efficiency of distribution of the total social security transfer among the
elderly was rather low, with only one-fifth of these transfers spent on
closing the poverty gap. Concerning the lone elderly, two-thirds of their
associated transfers have been “wasted”. For elderly couples, the “waste”

was about three-quarters of their associated social security transfers.
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Section E: Effects of social security by

individual scheme

Coverage

Table 7.13 presents the coverage of the elderly receiving benefits from four

individual social security schemes in 1996.

Table 7.13: Coverage of the elderly by type of social security transfer (%)

Household type Social security scheme
Social Occupational Social Social allowance
insurance retirement assistance
scheme
Lone elderly 25.8 16.1 1.8 50.0
Elderly couple 44 .4 19.0 0.9 55.1
Co-residing elderly 86.6 12.9 0.6 36.6
All elderly 73.3 14.3 0.8 41.5

Source: Author’s calculations based on the SFIE.

Note: The total number of elderly in the sample is 4,851.

In Table 7.13, it can be seen that there are drastic differences in the coverage
of the elderly receiving social security transfers from different schemes. For
social insurance, about three-quarters (73.3%) of the elderly were covered,
compared with less than 1% of the elderly receiving social assistance (i.e.

Low-Income Household Aids only). Although occupational retirement schemes
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are widespread in most industrial countries today, only about 14% of
Taiwanese elderly possessed this income source (in the form of either pension
or lump-sums) in 1996. However, the high coverage of social allowances has
become a distinction unique to Taiwan, where two-fifths (41.5%) of the elderly

could receive this benefit.

As far as living arrangements are concerned, only one-quarter (25.8%) of lone
elderly could have received social insurance transfers and less than half
(44.4%) of elderly couples. Co-residing elderly have the highest proportion in
receipt of social insurance transfers (86.6%). In contrast, at least half of
independent elderly have received social allowances, while it was about
one-third for co-residing elderly. This finding suggests that a significant
proportion of independent elderly were covered by social allowances, while
social insurance tends to cover co-residing elderly. For both occupational
retirement schemes and (especially) social assistance, their coverage for the

elderly in general was still insignificant.

Table 7.14 shows that slightly over 70% of the elderly are covered by social
insurances regardless of their income. On the other hand, only one-third of the
top income quintile elderly received occupational retirement payments and this
share decreases as the elderly become less well-off. For social assistance, the
coverage was only 1% even for the bottom quintile elderly. Although over half
(56%) of the bottom quintile elderly received social allowances, a substantial
number of elderly have received income benefit though they did not strictly
need it avoid poverty. In particular, the top three quintiles (17% for the

top-quintile elderly; 26% for the 4™ quintile elderly; and 41% for the 3™ quintile
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elderly) received this benefit. Since the elderly in the top three quintiles
account for about half of the elderly sample size, a considerable amount of
social security transfers have been wasted and have not targeted the most

needy elderly group.

Table 7.14: Coverage of the elderly by social security scheme and

income quintile (%)

Social security Income quintile Total
scheme Bottom 2 3 4 Top

Social insurance 712 74.0 73.6 75.2 73.8 73.3
Occupational

retirement scheme 3.3 7.8 16.9 24.0 318 14.3
Social assistance 1.1 0.5 1.3 0.8 0 0.8
Social allowance 56.3 50.8 40.9 256 16.7 415
Sample size 1432 1019 898 778 724 4851

Source: Author’s calculations based on the SFIE.

Adequacy

Table 7.15 shows the adequacy of social security transfers as a proportion of
poverty line by scheme. It shows occupational retirement schemes provide the
elderly recipients with an equivalent transfer at 22.4% above the poverty line.
Social assistances are about one-third (36.6%) of poverty line, and it is about
one-fifth (20.7%) of poverty line for social allowances. On the other hand, the
transfers from social insurance are extremely low (less than 5%) among the

elderly. Concerning independent elderly, their transfers were significantly
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higher than those of co-residing elderly or non-elderly (except for the transfer

from social insurance).

Table 7.15: Social security transfers as a proportion of poverty line

among elderly recipients, by scheme (%)

Household type Social security scheme
Social Occupational Social Social allowance
insurance retirement assistance
scheme
Lone elderly 25 189.2 ((63.6)) 36.4
Elderly couple 3.4 146.9 ((55.8)) 31.8
Co-residing elderly 49 102.4 (23.2) 13.5
All elderly 4.6 1224 36.6 20.7

Source: Author’s calculations based on the SFIE.
Note: Figures with a bracket indicate that the number of elderly in the sample within this

scheme is less than 30, and double brackets indicate less than 10 people.

Since social allowance has the highest coverage and offers a substantial
amount of transfer for independent elderly, this scheme has been the most
important social security scheme for securing the income position of the elderly
in Taiwan. Although the occupational retirement scheme is the only type of
social security scheme which enables the elderly to escape poverty, its
coverage is rather low. For social assistance, though it provides a considerable
transfer for the elderly recipients, its coverage was extreme low among the

elderly. On the other hand, the social insurance scheme has a high coverage
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but its benefit level is very low.

Next, Table 7.16 presents the social security transfer as a proportion of poverty

line among all elderly by type of scheme and income quintile.

Table 7.16: Social security transfers as a proportion of poverty line by

type of scheme and income quintile (%)

Social security Income quintile Total
scheme Bottom 2 3 4 Top

Social insurance 25 3.0 3.0 4.6 12.9 4.6
Occupational

retirement scheme 68.8 82.5 93.9 108.8  177.1 122.4
Social assistance 20.2 52.3 49.5 41.5 - 36.6
Social allowance 21.3 19.3 19.4 19.4 26.0 20.7

Source: Author’s calculations based on the SFIE.

Table 7.16 shows that social insurance and occupational retirement schemes
are highly earnings-related, in that a higher transfer goes to higher income
households. In fact, these transfers are employment-related and the payment
is calculated from a final or insured salary (see Table 2.8). Social allowances
provide a transfer (about one-fifth of poverty line) to the elderly whether poor or
rich. Indeed, this transfer is more or less a universal programme. Only social
assistance scheme could provide a substantial amount of transfer (about
one-third of poverty line) towards the elderly. However, the bottom quintile

recipients have received relatively lower social assistance transfer than other
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quintiles. On the other hand, it should be noted that this transfer has uplifted
the officially defined poor elderly into as far as the 4" quintile. For those
remaining in poverty, this is probably due to the inadequate transfer provided

and a large pre-transfer poverty gap.

Effectiveness

The effectiveness of poverty reduction by type of scheme is shown in Table

7.17.

Table 7.17: Effectiveness of social security transfers on poverty rates

among the elderly recipients by scheme (%)

Social security scheme Poverty status % of reduction

Poor before transfers Post-transfer poor

Social insurance 11.2 10.2 8.9

Occupational retirement

scheme 35.5 1.9 94.6
Social assistance 38.5 156.4 60.0
Social allowance 30.5 16.5 45.9

Source: Author’s calculations based on the SFIE.

The results suggest that about 95% of the pre-transfer poor elderly would be
non-poor due to occupational retirement schemes. However, this is due to the
nature of occupational pension scheme which normally serve as a major
income source for those receive them. On the other hand, though social

insurance could also be seen as a means of combating income poverty, less
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than one-tenth (8.9%) of the elderly recipients have been lifted from poverty by
this transfer. By contrast, the percentage of poverty reduction through social
allowance schemes (45.9%) is quite high which is not far from social
assistance (60%). This suggests that social allowances in Taiwan have proved
to be an effective measure for poverty reduction among the pre-transfer poor

elderly, in addition to social assistance.

Conclusion

Chapter 7 show that independent elderly people, rather than the co-residing
elderly and the non-elderly, were the main beneficiaries of social security in
1996. And a significant proportion of independent elderly had a high
dependency of household income from social security transfers. Social
security has proved to be a tool which can significantly reduce poverty rate,
poverty gap and income inequality among the elderly, especially independent
elderly. However, the social security transfer was rather inefficient since a
substantial amount of social security transfers went to the well-off independent
elderly in excess of what they strictly need. There is also a regressive
distribution, where social security transfers to the low-income independent
elderly alone could hardly prevent them from falling into poverty, unlike for the
well-off independent elderly. This shows that Taiwan's current social security

system displays problems of inadequacy, inequity and low efficiency.

It appears that, in 1996, social security transfers alone could have in principle
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eliminated all elderly poverty if the efficiency could have been improved. Such
a low efficiency can be partly explained by the fact that schemes such as
occupational retirement payments and social insurance schemes are
earnings-related and a higher transfer goes to higher income households. In
addition, these two schemes are not designed to remove poverty but to
maintain living standards of eligible elderly persons at comfortable levels.
Among the four major social security schemes, social allowances were the
most important social security scheme for the elderly (in terms of coverage,
benefit levels and poverty reduction) in 1996. However, many well-off elderly
could also access these benefits and a considerable amount of these transfers
have been wasted in targeting the well-off elderly. In contrast, the social
assistance scheme, which could provide a progressive distribution of transfers,

had extremely low coverage among the elderly.
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CHAPTER 8: CONCLUSION

Introduction

This chapter is divided into four sections. Section A presents the major findings
of the research in terms of the aims set out in Chapter 4, that is, to address
some of the most pressing issues relating to familial support, social security
and the changing economic status of the elderly in Taiwan. Sections B and C
discuss the limitations of this research and recommendations for future
research are also discussed. Finally Section D takes a wider perspective, both
in terms of an evaluation of the research itself and its implications for Taiwan’s

future social security policy.
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Section A: Major findings

The purpose of this section is to relate the findings of the data analysis to the
three questions set out in Chapter 4, in order to draw out some overall

conclusions.

1) How well have the elderly fared in Taiwan’s rapidly

changing society compared with the non-elderly population?

Although the ultimate goal of this study is the evaluation of social security
programmes, the differences in economic status among the elderly are also
themselves of interest. Most of our information on economic status in Taiwan
comes from studies based on a restrictive definition of income which suggest
that the economic status of many Taiwanese elderly over time was precarious
at best though it had improved by 1996. However, there has not been a study
so far concerning other aspects of economic status, such as assets and the
ownership of consumer durables. In addition, our approach supposes that the
well-being of the elderly population as a whole is the true subject of interest,
rather than that of previous studies which often regarded the “elderly” only as

households headed by elderly.

In agreement with most other recent studies, this study shows a less
favourable status for the elderly’'s median equivalent income (household
disposable income per adult equivalent) relative to the non-elderly. However,

this study shows a more favourable economic position for the elderly after the
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inclusion of assets. Even the low-income elderly (i.e. in the bottom income
quintile) cannot simply be regarded as poor since they had higher median
equivalent assets (assets per adult equivalent) than those of the non-elderly
over the period 1976-1994. In particular, low-income elderly couples could
potentially remain at current income levels twice longer than the low-income
non-elderly in the event of economic adversity. However, it should be noted
that one-tenth of independent elderly (lone elderly or elderly couples) were
“doubly poor” having inadequate income to meet normal minimal needs and
inadequate assets to meet minimal interruptions of normal income flow in

1994.

The elderly are not a homogenous group in terms of their economic status.
Although lone elderly and elderly couples tended to have the same income
poverty rate between 1976 and 1996, elderly couples have shown an improved
picture of economic status with the addition of assets and consumer durables
to the income measure. The asset indicator can give a significant boost to
elderly couples’ economic status, while there was a worse picture for lone
elderly, and a slightly improved one for co-residing elderly (the elderly in an
extended family) in 1994. Correspondingly, lone elderly experienced
significantly higher triple-poverty conditions (based on indicators from income,

assets or consumer durables) than elderly couples in 1994.

In summary, the current income measure is an incomplete indicator of
economic well-being; an overall measure should take account of all the
economic resources (income, assets and consumer durables) that the elderly

are likely to possess. By these measures, the elderly’s economic status in
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Taiwah has deteriorated against that of the non-elderly over the period
1976-1996. Extended families have been shown to have a direct effect on the
level and stability of the elderly’s economic position (in terms of income, assets
and consumer durables), as well as providing a direct shield against poverty
(based on these three economic indicators) for the elderly over the period
1976-1996. Thus, the extended family appears to be the most economically

secure living arrangement for the elderly in Taiwan over time.

2) How extensive is familial support from children to the

elderly?

In Taiwan, though the strong norms of filial piety have long had a direct effect
on the economic security of the elderly, the rapid decline in fertility and the
declining habit of co-residence with married children have cast doubts on the
possibility of future reliance on children. Most empirical studies of poverty
assume in Taiwan an equal sharing of resources between all household
members. In such studies, household members are assumed to “pool” their
individual resources and these pooled resources are redistributed equally
based on need. Although it has been argued that the equal sharing of
resources assumption is not realistic, there has not yet been a study in Taiwan
to assess how unequal sharing (in a form of intra-household transfers) could

affect the measurement of the elderly’s poverty.

According to our findings, the majority of co-residing elderly appeared to
improve their income levels through such transfers: over two-thirds of

co-residing men and 96% of co-residing women improved their income level
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through intra-household transfers. About 73% of the co-residing elderly are
significantly better-off by intra-household transfers. In addition, the existence of
intra-household transfers was also very effective in helping co-residing elderly
(nine out of ten) to avoid poverty between 1976 and 1996. This suggests the
economic incentive is a highly probable primary factor for co-residence among

the elderly, in particular for women.

As discussed in Chapter 6, intra-household transfers are notional, assuming
living standards are shared by all co-residents. This is obviously not always the
case, but the assumption of shared standards has been the only feasible
working assumption. The conventional method of poverty measurement can
lead to a serious under-estimate of elderly poverty (in particular for elderly
women) if there is unequal income sharing in an extended family. Moreover, for
women in elderly couples, they are at risk of sharp income drops in the event

of none or unequal income sharing, or the death of their husband.

With respect to inter-household transfer, the independent elderly still received
a substantial amount of such transfers in 1996, though this transfer as a
proportion of household income declined significantly (in particular for female
lone elderly) over the period 1976-1996. The low-income independent elderly
only received inter-household transfer amounting to a quite small fraction of
the poverty line while this transfer alone was enough to prevent poverty among
well-off lone elderly women. Nevertheless, inter-household transfers have
played a crucial role in preventing poverty for independent elderly people,
though the effectiveness on poverty reduction has declined between 1976 and

1996. This shows that although family-centred policy for the elderly was very
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effective among the well-off elderly, the low-income (bottom quintile) elderly
are at risk, and the pooling process has become less effective in tackling

poverty over time.

In terms of total familial support (the sum of intra-household transfers and
inter-household transfers), the co-residing elderly received more than the
independent elderly. This suggests that there is still a strong economic
incentive for the elderly to live with their children. At least 86% of the
pre-transfer poor co-residing elderly had been lifted out of poverty in 1996 by
this transfer, which was higher than for the independent elderly. The results
suggest that co-residence with families can still be regarded as the most
effective way to avoid poverty. Despite some of the limitations of this study, we
tentatively presented a direct examination of inter-household and
intra-household transfers as a means of examining the economic role of
familial support. This analysis suggests that familial support was still
substantial up to 1996, but its share in household income was decreasing over

the period 1976-1996.

3) What was the relationship of social security programmes to

the income security of the elderly?

By 1996, Taiwan had already implemented four major social security schemes
including social insurance, occupational retirement payment schemes, social
assistance and social allowances. These schemes are supposed to have had
a substantial impact on the income position of the elderly. Although previous

studies have examined the distribution and adequacy of social security in
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relation to the income of the elderly, other questions about the impact of
Taiwanese social security such as its effectiveness (in reducing poverty and
income inequality) and efficiency (the degree to which social security actually
helps in taking households out of poverty), have in the past been unanswered.
Moreover, the effects of individual social security schemes towards the

elderly’s income position have also been ignored.

The results found in Chapter 7 show that independent elderly people, rather
than the co-residing elderly and the non-elderly, were the main beneficiaries of
social security (in terms of benefit level) in 1996. And a significant proportion of
independent elderly had a high dependency of household income from social
security transfers. Social security has proved to be a tool which can
significantly reduce poverty rate, poverty gap (the income shortfall relative to
the poverty line) and income inequality among the elderly, especially
independent elderly. However, the social security transfer was rather inefficient
since a substantial amount of social security transfers went to the well-off
independent elderly in excess of what they strictly need. There is also a
regressive distribution, where social security transfers to the low-income
independent elderly alone could hardly prevent them from falling into poverty,
unlike for the well-off independent elderly. This shows that Taiwan's current
social security system displays problems of inadequacy, inequity and low

efficiency.

It appears that, in 1996, social security transfers alone could have in principle
eliminated all elderly poverty if the efficiency could have been improved. Such

a low efficiency can be partly explained by the fact that schemes such as
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occupational retirement payments and social insurance schemes are
earnings-related and are not designed to remove poverty but to maintain living
standards of eligible elderly persons at comfortable levels. Among the four
major social security schemes, social allowances were the most important
social security scheme for the elderly (in terms of coverage, benefit levels and
poverty reduction) in 1996. However, many well-off elderly could also access
these benefits and a considerable amount of these transfers have been
wasted in targeting the well-off elderly. In contrast, the social assistance
scheme, which could provide a progressive distribution of transfers, had

extremely low coverage among the elderly.

Section B: Limitations of this research

Any findings of this study are constrained by the data used. In this thesis, the
dataset — SFIE — not only provides data on household income levels, income
sources (especially inter-household transfers and social security transfers), but
also assets and consumer durables. Regarding the individual social security
schemes, this survey includes data on all four social security schemes: social
insurance and occupational retirement schemes, social assistance, and social
allowance. It also indicates individual person’s socio-economic characteristics,
income level and income sources. These have allowed us to make a detailed

examination of the questions set out in Chapter 4.

While this data set offers an excellent resource to explore the economic
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position of the elderly population, it could be more complete if some other
economic indicators and factors were considered in the SFIE. With respect to
assets, the SFIE does not fully exploit the potential for analysing the pattern of
asset holdings since data concerning financial assets are only available for
1976, and there are no data at all on savings, and valuable personal
possessions. Since there is no indicator regarding whether the occupational
retirement payment is a pension or lump sum, the present value of the future
stream of benefits (i.e. social security wealth) cannot be estimated from the
SFIE. Concerning the value of consumer durables, the lack of the year of
purchase for each item makes the estimation of the monetary values difficult.
In addition, information regarding household debt (or liability) is still
unmeasured today. As a result, we cannot examine either a person’s total

assets or their net worth (i.e. assets less liabilities) based on the SFIE.

Significant political commitments have been given to old age since 1993,
culminating in the introduction of new social assistance schemes such as
MLIELA and Veterans’ Subsidies. The effect of these new schemes on the
elderly is important, however no record concerning these benefits is made by

the SFIE.

Section C: Recommendations for future

research

Although there are several limitations regarding the SFIE as a data source, we
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still can use it in future research to improve our understanding of the economic
status of the elderly and its relationship with familial support and social security.
For example, it is important to consider not only cash but also non-cash
transfers in order to fully appreciate the government's role in income
distribution. This is because Taiwanese elderly are likely to receive a
substantial amount of non-cash income from the government. According to the
SFIE 1996, we could also evaluate the elderly’s non-cash benefits arising from
NHI services such as the “number of outpatients (visits)” or “days of hospital
stay” (see Appendix A). It is similarly important to recognize that taxation
policies have an important impact upon individual incomes and therefore
cannot be considered entirely separately from the more direct income
maintenance policies (Hill, 1990). The inclusion of such non-cash transfers
and taxation relief can provide a more accurate guide, compared with the

standard cash income measures, to the resources available to the elderly.

For the purposes of this study, the elderly were treated as a more or less
homogeneous group. For the design of effective poverty alleviation policies, it
is essential to have information about the characteristics of the most
vulnerable and materially deprived members of the society. However, there is
still much unknown about the characteristics of the elderly in relation to their
economic status, familial support and social security. For example, the
relationship between labour force participation, age (in particular those aged
80 and over), ethnicity, residential locality, and educational attainment are
among the issues that require further examination. Measurement of the
elderly’s expenditure would be useful to avoid the problem of underreporting of

income among the elderly population although there may also be
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under-reporting of expenditure - but this measure can provide a different view
of economic status than the income measure can offer. Moreover, it would be
desirable to work with data from the more recent years of the SFIE (i.e.

post-1996 datasets).

The single-country study focus limits the possibility to effectively gauge the
impact of social security policies on poverty. Variation over time of many other
potentially important factors — particularly demographics and the state of the
economy — makes it difficult to isolate the effect of social security on poverty.
There is a general consensus that comparative analysis can be very
enlightening in the study of the adequacy of social security systems. As Hill
(1996: 39) puts it, “comparative studies have a key role to play in disentangling
interactions of this kind (between social policy input and actual outcomes),
which cannot necessarily be easily identified in a study of one country”. A
cross-national approach would be very useful in this respect, to compare the

impacts of the Taiwanese social security system with some other countries.

Moreover, the knowledge of how public transfers affect private cash transfers
is also important (Biddlecom et al., 2001). While the connection between
private and public transfers could prove critical to gauge the effectiveness of
public income redistribution, assessing this connection is more possible in
countries such as Taiwan with less developed public income transfer systems
while private transfers are still substantial. Knowing the magnitude and
responsiveness of private transfers can be important in setting priorities for
government subsidies. Subsidies are more effective when targeted to those

with little or no access to private transfers. How far these changes in social
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security for the elderly result in a reduction of familial economic support is a

question which can be further explored in the future.

Section D: Policy Implications

As mentioned in Chapter 2, the competition between candidates of different
parties in national and local elections has benefited the elderly population
since 1993. Although Taiwan has not yet become a welfare state compared
with Western countries, the force of democratisation has increased the
possibility of a Taiwanese welfare state arriving via public opinion (Ku, 1997).
According to election promises in the 1997 county commissioner and city
mayor elections, Premier Hsiao Wan-Chang announced that the government
would introduce the National Pension Scheme (NPS) by 2000% (Ku and Chen,
2001). President Chen Shui-bian promised a universal Old Age Allowance in
his election campaign for the 2000 presidential elections. This means-tested
allowance scheme (NT$ 3,000 a month) has been implemented since 2002. It
has benefited around 440,000 elderly previously not eligible for any retirement

payment in Taiwan.

Jacobs (1998) points out that Taiwan’'s total social welfare spending is

% The proposed scheme was delayed by a lack of funds after the Earthquake in 1999.
Nevertheless, the Taiwanese government is likely to implement the NPS sooner or later due to

the pressure of delivering an election promise to voters (Ku and Chen, 2001).
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expected to increase significantly even without any major policy changegs. The
proposed NPS would replace the current universal old age allowance and give
a monthly Welfare Pension (NT$ 3,000) to any elderly person who is not
currently qualified to receive any retirement payment. This forthcoming NPS
will also significantly increase welfare spending. As the government is under
great pressure to develop future social security policies since the Asian
financial crisis in 1997 and the Earthquake in 1999, it is increasingly important

for it to target welfare expenditure more efficiently.

Although Taiwan has already implemented four major social security schemes
for old age benefits, we should notice that relieving poverty is certainly not the
primary aim of some social security schemes, in particular for social insurance
and occupational retirement payments. Nevertheless, this study has found that
in 1996 there was a substantial amount of Old Age Allowance and Old Age
Farmer Allowance which did not target the poor elderly. Moreover, Biddlecom
et al. (2001) have pointed that Old Age Farmer Allowance has led to a
significantly decreased reliance by the elderly on transfers from children (i.e., a
‘crowding out” effect). Biddlecom et al. (2001) also concluded that there has
been little effect due to Old Age Allowance, because of its lower coverage and
benefit level. Thus, we should expect a decreasing reliance on transfers from
children due to the new universal Old Age Allowance or the implementation of

the NPS.

%A younger population means lower spending on old age pensions and health care. Taiwan
does have a less aged population than Japan and Western countries but it is ageing fast (as

shown in Table 1.1).
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In order to avoid the crowding out effect and to target the poor elderly more
efficiently, it is important for the government to consider tightening the criteria
for Old Age Farmer Allowance. On the other hand, instead of giving a
“means-tested” Old Age Allowance or Welfare Pension, these benefits could
be replaced by the MLIELA. Although we cannot analyse the impact of MLIELA
from the SFIE dataset, Ku et al. (1997) suggest that 80% of the recipients felt
that the benefits have improved their living standards and 70% of them were
satisfied. In view of the fact that the elderly were still twice as likely to fall into
poverty than the non-elderly over the period up to 1996, this study suggests
the government ought to consider the increase of the coverage for receiving

MLIELA.

Although a wider social security coverage from MLIELA transfers might cause
children to cut back on private transfers to their retired parents, it should be
noted that the criteria for receiving MLIELA is that the elderly persons’
household income is 2.5 times below the official poverty line. Additionally, the
criteria also include the possible resources from the claimants’ children (living
together or separately). In other words, the elderly who apply for MLIELA are
do not have any children, or their children are too poor to help them. As a result,
the crowding out effect on the MLIELA may not be significant. However, since
the eligibility criteria for receiving social assistance are very tight, many poor

elderly are not qualified to receive this benefit at present.

The high proportion of extended families in Taiwan is an argument in favour of
developing a hybrid system in which responsibility is shared between families

and the state. This study found that the extended family can have a direct
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effect on the level and stability of the elderly’s economic position, as well as
providing a direct shield against triple-poverty conditions for the elderly. Thus,
the integration of the family as part of a broader social security system is very
important in Taiwan, and this study suggests that the family can be regarded
by the state as part of a multi-pillar system for old-age security. Therefore, the
Taiwanese government should provide more incentives such as tax relief to
promote children towards co-residence and to increase the amounts of

inter-household transfers to elderly parents.

This study shows a general weakening of filial bonds and, in particular, a
weakening of familial economic supports that has taken place over time in
Taiwanese society. In addition, the future elderly generation has shown a lower
willingness to live with their children. The continuing decrease in fertility will
make it difficult for future young generations to support their aged parents.
Chang (1999) shows that (in 1996) only about one quarter (27.3%) of people
aged 50-64 had ever prepared savings or other financial plans for their old age.
The sense of insecurity for the elderly concerning their economic status is also
demonstrated by the Survey of Elder's Living Circumstances, which shows
more than 73% of the non-elderly (aged 15-64) in favour of the implementation
of the NPS (MOI, 1997). This may indicate the depth of concern for old age
economic security among the future elderly population. Thus, the non-familial
approach through the NPS is most likely to be the future of the Taiwanese

social welfare system.
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APPENDICES

Appendix A: Brief Introduction to the
Survey of Family Income and Expenditure
1996°’

Population Coverage
The objects of the survey are individuals residing in Taiwan area and
possessing the nationality of the Republic of China and the families formed by

these individual.

Member of household
The members of the household consist of those who partake of the common
living of the household and comprising the following cases:
1. Those who are officially registered under the household head, living in the
Taiwan area and are:
(1) Sending more than 50% of his/her personal income to fund the
household.
(2) Acquiring more than 50% of his/her personal consumption from the
household.
(3) Supplying more than 50% of the household expenditure.

2. Those who are not officially registered under the household head but

% This information is drawn from DGBAS (1997).
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partake of the common living of household in accordance with (1) and (3)

above.

Economic household head

The person in the household who earns the largest personal share of salary in
family income is considered to be the economic household head. In case there
is more than one such person in the household, the elder one is assumed the
post; or, if all the members of the household are without any income, the

registered household head is considered to be the economic household head.

Sample size

If a survey is large enough and if the sample of respondents providing data is
carefully chosen, it can provide an objective and (in some sense) scientific
picture of the broader society, provided standard tests of the statistical
significance of the data have been met. As a matter of fact, one of the
strengths of the SFIE data is the relatively large number of observations in the
survey. A systematic sampling survey on the family income and expenditure in

Taiwan started in 1964, and its history can be divided into six stages as follows:

Stage | (1964-1970): During this period, the survey was conducted every other
year, and the size of samples - (as a fraction of total number of households)
ranges from 0.13% to 0.16%.

Stage 1l (1972-1974): The frequency of the survey was changed to once every
year, and the sample size was raised to 0.18%.

Stage Ill (1975-1977): The sample size was raised to 0.3%.

Stage IV (1978-1983): The sample size was raised to 0.4%.
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Stage V (1984-1994): The number of samples fixed at 16,434 households.
Stage VI (1995): The number of samples was fixed at 14,706 households.
Stage VI (Since 1996): The number of samples has been fixed at 13,702

households.

Sampling method

The 1996 survey adopts a stratified two-stage sampling method. The Ts'un or
Li is designated as the primary sampling unit, and the household is the
secondary sampling unit. Ts'uns and Lis in places other than Taipei and
Kaohsiung Municipality are classified into three “strata” - city, town, and village
according to the employment structure in industry (determined by the

household registration data). Criteria for the classification are as follows:

® A Ts'un or Li where workers engaging in agricultural, forestry, fishery,
husbandry and mining account for 45% or more of total employment
population is classified into the village stratum.

® A Ts'un or Li where workers engaging in agricultural, forestry, fishery,
husbandry and mining account for less than 25% and those engaging in
service industry not less than 40% of total employed population is
classified into the city stratum.

® ATs'un or Li not falling in the previous two strata is classified into the town

stratum.

For the sample allocation, the Taiwan area is divided into three regions®.

% They are Taipei municipality, Kaohsiung municipality and the Province of Taiwan (the rest of
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There were 16 Hsiens and 5 cities in Taiwan province. Ts'uns and Lis of each
Hsien/City are combined into three strata of city, town and village, according to
the above criteria. In total, there are 44 city strata, 21 town strata, and 21
village strata in the Taiwan area. On the other hand, Taipei Municipality has 12
Ch'us and Kaohsiung Municipality has 11 Ch'us. All Lis in each Ch'u are
classified into one city stratum. Samples allocated to these three regions are:
2,500 households in Taipei Municipality, 1,200 households in Kaohsiung

Municipality, and 10,002 households in Taiwan Province.

Then, the samples of strata in each of the three regions are allocated by
proportion. In the first stage sampling, 20% of Ts'uns or Lis in each stratum are
drawn systematically. In the second stage sampling, the number of sampled
household allocated for each sampled Ts'uns or Lis is determined by the
sampled Ts'uns or Lis’ number of households against that of it associated
stratum. The average sampling rate in the second stage is near to 1.30%, and

combining the two stages, the universal sampling rate is about 0.26%.

Taiwan and the Penghu Islands are administered together).
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Survey method

Data are collected both by Interview survey and by diary survey.

Households to be interviewed
They are interviewed once a year, with inquiries designed to collect data on

major items of annual income and expenditure.

Households required to do account-keeping

Besides being interviewed once a year, households are required to record all
actual household income and expenditure item by item everyday. Meanwhile,
fieldworkers are required to do regular inspection on the daily entries in order

to prevent mistakes and omissions.

Interview data mainly come from the respondent's memory, and are therefore
to discrepancy and omission, whereas account books are more accurate.
However, account-keeping takes more survey manpower and money than
interviews; so extensive application of the account-keeping approach is
impossible. Only a small number of households are selected both to do
account-keeping and to be interviewed. From this set of households, data
obtained by the two approaches are compared, and the results used to check

the results for all the households in the survey.
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Appendix B: Selected Variables from the
Code Book of the Survey of Family Income

and Expenditure in 1996

A. Residential location

Geographical location indicator (any row; C1 C2): As a result, region of

residence (i.e. a specific city or hsien).

Urban/rural indicator (any row; C3): A second geographical variable
identifying another aspect of the location regarding city, town or rural area (1:

city; 2: town; 3: rural area)

B. Household member (R2~20):

(1) Relation to the household head (C9 C10): 14 kinds of relations from own
self, spouse, child, grandchild, parents, grandparents, brother or sister,
children in law, grandchild in law, brother or sister in law, parents in law,
brother or sister of spouse, other relative, others.

(2) Sex (C13): (1: male; 2: female)

(3)Age (C14 C15)

(4) Education attainment (C17 C18): illiterate, self-educated, primary school,
junior high school, senior high school, vocational school, junior college,
university or college, graduate school

(6) Graduate status (C19): 1: graduate; 2: dropout; 3: unschooled
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(6) Employment classification by sector of activity (C20): 1: public enterprises;
2: general governments; 3: others

(7) Employment classification by industry (C21 C22): unemployed, agriculture,
animal husbandry and hunting, forestry, fishing, miming, quarrying,
manufacturing, electricity, gas and water, construction, commerce,
transport or communication, insurance or finance or property, financial
service, social service or personal service, public administration, or others

(8) Employment classification by occupation (C23 C24). unemployed, manager
or department head, professionals, technicians or associate professionals,
clerks, service workers, workers in fishing, farming, or machinery sector,
low skill worker, current service man or woman.

(9) With part time work (C25): (1: yes; 2: no)

(10) Socio-economic status (C26 C27): agricultﬁral employers, agricultural
employees, non- agricultural employers, non- agricultural employees,
salespersons, non-farming labourers, military personnel, others.

(11) Employment status (C28): employer, employee, and non-employed due to
pre-primary school child (less than 6 years old), student, house wife, others
(inc. the child without schooling and the elderly)

(12) Employment or not (C29): 1: employed; 2: non-employed; 3: employed
from a person under 15 years old

(13) Income recipient (C30): 1: yes; 2: no

(14) Marital status (C31 C32): 91: single; 92: spouse living outside; 93:
co-habit 94: divorced; 95: separated; 96: widowed

(15) No. of outpatient (C35 C36)

(16) Days of hospital stay (C37 C38)
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C. Household equipment (R21)

(1) Colour television (C9 C10)

(2) Laser disc player (C11 C12)
(3) Film camera (C13 C14)

(4) Stereo (C15 C16)

(5) Radio and recorder (C17-18)
(6) Piano (C19 C20)

(7)Camera (C21 C22)

(8) Video tape recorder (C25 C26)
(9)Cable TV (C27 C28)

(10) Personal computer (C29 C30)
(11) Telephone (C31 C32)

(12) Car (C33 C34)

(13) Refrigerator (C37 C38) (1976-95 only)
(14) Air conditioner (C39 C40)
(15) Dehumidifier (C41 C42)

(16) Washing machine (C43 C44)
(17) Drier machine (C45 C46)
(18) Extraction fan (C49 C50)

(19) Gas geyser (C46 C47)

(20) Electric geyser (C48 C49)
(21) Oven (C57 C58)
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D. Housing circumstance (R22):

(1) Tenure of dwelling: self-owned (C9), rented (C10), issued (C11), leased &
others (C12)

(2) Usage of dwelling: residence only (C13), residence and other use (C14), |
others (C15)

(3) Piped water: independent usage (C23), sharing usage (C24), none (C25),
paid by own self (C26), paid by employer or others (C27), paid by own self
and employers (C28)

(4) Self-owned house loans: having house loans (C29), none (C30)
(5) Housing land area(pins) (C36 C37 C38) where 1 pin=3.3 m’

(6) Total room area (pins) (C39 C40 C41)

E. Income and outlay (from 1976 to 1994) (R23 ~99)

(1) Household or individual income variables

1. Gross wage and salary income from:

(1) All forms of cash and salary income, year-end bonus, lump sum or pension
from retirement, overtime pay, insurance by employers, fringe and death
benefits, etc.

(2) Income from second job

(3) Other income (imputed)

2. Entrepreneurial income from:

(1) Agricultural self-employment income

(2) Non-farm Self-employment income

(3) Others
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3. Net property income from:

(1) Interest payments

(2) Investment income

(3) Rent of land

(4) Payment to use some right(s)
(5) Others

4. Imputed income

5. Current transfer receipts from:
(1) Children and other individuals
(2) Government

® Low-Income Household Aids
® Old Age Allowance

® Old Age Farmer Allowance
® Others

(3) Enterprises

® Social insurance

® Cash benefit from life and casualty
(4) Abroad

6. Miscellaneous income

Total receipts

(2) Non-consumption expenditure
1. Interest payments

(1) Payment for the acquisition of property
(2) Others

2. Current transfer expenditures to
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(1) Private

® Expenditure of marriage, birth and funeral
® Charities

® Others

(2) Government

® House tax and land tax

® Income tax

® Other direct tax

® Others

(3) Expenditures on social insurance

(4) To abroad

(3) Consumption expenditure

1. Food

2.Beverage

3. Tobacco

4. Clothing and footwear

5. Rent and water charges

6. Fuel and lighting

7. Furniture and family facilities

8. Household operations

9. Medical care and sanitation

10. Transport and communication
11. Expenditure on recreation, education and culture
12. Miscellaneous expenditure

13. Total consumption expenditure
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(4) Fixed assets (all Surveys included except 1995 and 1996)
1. Residual land

2. Private residence

3. Other buildings

4. Other assets

(1)Land

(2) Factories, warehouse, etc.

(3) Livestock or plants

(4) Transportation vehicles

(5) Machineries and equipment

5. Total amount
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Appendix C: The Original Questionnaire of
the
Expenditure 1996 (English Version)

Survey of Family Income and

Name of sampling householder: Address:

Name of household head:

Classification of
Sampling Farm Household

Standard Classifications of Statistical
Area Ts'un or Li Code

Interview  Status
Q 1.Original sampled registered household

1. Farm Grouped Grouped Reason for substitution:
household by Cu- by full Q 2. The sample registered household changing register to other address.
2 Non-farm litivated time or o 3. The sample registered household not living at the registered address.
City or Urbani- Serial No. of No. of Sample household land not o 4. Nobody at home
Hsien zation First Sample Household o 5. Refused
o 6. Address not existed
o 7 Other
1. Household Member
Members livinc in the household Members living

With different house- outside with the same
hold register to the household register as
household head household head

12 314 516 7 8 9110|31 32 33 34 51 52 53 54

With the same household register as
Item die household head
Member code
Name
Relation to the household head
Sex
Age
Educational attainment

Education  Graduate or not v

public sector or not -
Full time Industry
Occupation
Fart time
Socio-economic status
Employment status
Employment or not

Income recipient or not

wa... A

Place of work

Married status

No. of outpatient

National
health

insurance

Days of hospital stay
Insured Persons status
Who paid the premium
Premium

Social In-  Insured Persons status
surance (I) Insured month
Social In-  Insured Persons status

surance (Il) Insured month

2. Household Equipment

Amount Amount Amount

Equipment
1. Color TV set
2. Laser disk player

Equipment
11. Answerinc machine
112. Fax machine
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Equipment
21. Dishwasher
|22. Exhaust fan



Equipment Amount Equipment Amount Equipment Amount

3. Movies camera 13. Modem 23. Vacuum cleaner

4. Stereo 14. Sedan vehicle 24, Geyser

5. Piano 15. Motorbicycle 25. Hot-warm water fountain
6. Videogame 16. Electro-magnetic oven 26. Microwave oven

7. Video tape recorder 17. Air conditioner 27. Newspaper

8. Cable TV 18. Dehumidifier 28. Magazine

9. Personal computer 19. Washing machine Total Amount

10 Telephone 20. Drier

3. Housing

(1) Tenure of dwelling o Self-owned o Rented o Issued o Leased & others
(2) Usage of dwelling o Independent o Connected o Others
(3) Style of building o One story o Two or three stories o Four or five stories nSix stories or over

(4)Piped water equipment o possessed of o Not possessed of

)
(5)Self-owned house loans o Having house loans oN'one
(6)Parking lot o Self-owned o Rented o None
)

(7)Roorn numbers and area Room numbers Housing land area (pins) Total room area (pins):

4. Income and Outlay

Part A:
Unit: Dollars
Income recipient household Household income can ~ Sub-
Serial No. and amount head not be taken apart to total
Iltem 1 2 3 4 5 6 7 8  former income recipient amount
Code of member in household 101 102 103 104 105 106 107 108 109 100
1. Compensation of employee 191 192 193 194 195 196 197 198 199 190
(1) Full time payroll 211 212 213 214 215 216 217 218 219 210
(2) Part time and spare time
payroll 221 222 223 224 225 226 227 228 229 220
a. Retirement pay 151 152 153 154 155 156 157 158 159 150
b. Other part time payroll 161 162 163 164 165 166 167 168 169 160
(3) Other receipts or subsides 231 232 233 234 235 236 237 238 239 230
a. Overtime pay 111 112 13 14 15 116 117 118 119 110
b. Awards 121 12 123 124 125 126 127 128 129 120
c. Insurance of GEI, LI,
FHI, & SI by employers 131 132 133 134 135 136 137 138 139 130
d- Insurance of NH1 by 7, 702 703 704 705 706 707 708 709 700
employers
e. Fringe & death benefits 141 142 143 144 145 146 147 148 149 140
2. Entrepreneurial income 241 242 243 244 245 246 247 248 249 240
M ﬁg:}ls:qléural & livestock 261 262 263 264 265 266 267 268 269 260
(2) Net forest income 271 272 273 2714 2715 276 277 278 279 270
(3) Net fishing income 281 282 283 284 285 286 287 288 289 280
(4) Net operation surplus 2971 292 293 294 295 296 297 298 299 290
(5) Net professional income 321 322 323 324 325 326 327 328 329 320
3. Net property income 331 332 333 334 33 33 337 338 339 330
(1) Interest income 341 342 343 344 345 346 347 348 349 340
(2) Invesunent income 351 352 353 354 35 36 357 358 359 350
(3) Others 361 362 363 364 35 366 367 368 369 360
4. Imputed rent income 391 392 393 394 395 396 397 398 399 390
5. Current transfer receipts 411 412 413 414 415 416 417 418 419 410
(1) From individuals 421 422 423 424 425 426 427 428 429 420
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(2) From government
a. Low income household
b. Old-age allowance
c. Old-age farmer annuity
d. Insurance of GEI, LI,
FHI, & Sl by goverment
e. Insurance of NHI by
goverment
f. Others
(3) Benifit of social insurance
a. Benefit of GEL LI. FHI.
and SI
b. Benefit of NHI
(3) From enterprises
a. Cash benefit of life and
casualtv insurance
b. Others
(4)From abroad
6. Miscellaneous receipts
Total receipts

Part B:

Income recipient
Serial No. and amount
Item

1 Interest.
(NHouse loans
(2)Olhers
2. Current transfer expenditures
()To private
a. Expenditure of marriage,
birth and funeral
b. Charities
c. Others
(2)To government
a. House tax and land tax
b. Income tax
c. Other direct tax
d. Others
(3)Social insurance
a. Expenditure on GEI
b. Expenditure on LI
c. Expenditure on Farm-
er's health insurance
d. Expenditure on Fisher-
man's health insurance
e. Expenditure on SI
f. Expenditure on NHI
(4)To abroad
Nonconsumption expenditure

431
301
31
37

951

381
451

461
471
481
491
401

household
head

541
511
521
561
571

551

17
181
581
591
611
621
631
641
651
661

671

851

861
681
691
601

1

432
302
312
372

202

952

382
452

982

942
442

462

472
482
492
402

542
512
522
562
572

552

172
182
582
592
612
622
632
(>42
652
(62

672

852
862
682
692
602

433
303
313
373

203

953

383
453

983

943
443

463

473
483
493
403

543
513
523
563
573

553

173
183
583
593
613
623
633
643
653
663

673

853

863
683
693
603

434
304
314
374

204

954

384
454

984

944
444

464

474
484
494
404

544
514
524
564
574

554

174
184
584
594
614
624
634
644
654
664

674

854
864
684
694
604

435
305
315
375

205

955

385
455

985

945
445

465

475
485
495
405

545
515
525
565
575

555

175
185
585
595
615
625
635
645
655
665

675

855
865
685
695
605

436
306
316
376

206

956

386
456

986

946
446

466

476
486
496

546
516
526
566
576

556

176
186
586
596
616
626
636
646
656
666

676

856
866
686
696
606

437
307
317
377

207

957

387
457

987

947
447

467

477
487
497
407

547
517
527
567
577

557

177
187
587
597
617
627
637
647
657
667

677

857
867
687
697
607

438
308
318
378

208

958

388
458

988

948
448

468

478
488
498
408

8
548
518
528
568
578

558

178
188
588
598
618
628
638
648
658
668

678

858
868
688
698
608

439
309
319
379

209

959

389
459

989

949
449

469

479
489

499

Unit

Household income can
not be taken apart to

former income recipient
549
519
529
569
579

559

179
189
589
599
619
629
639
649
659
669

679

859
869
689
699
609

430
300
310
370

200

950

380
450

980

wo
440

460

470
480
490
400

Dollars
Sub-
total

amount
540
510
520
560
570

550

170
180
580
590
610
620
630
640
650
660

670

850
860
680
690
600

Note: If the transfer receipts are the major receipts in your household, please give the right code for the Hsien (City)
where you have obtained transfer receipts:

5. Consumption Expenditure
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Item

1. Food
(1) Main food
(3) Dairy
(4) Fruits
(5) Others
(6) Gifts
(7) Board
2. Beverage
(I)Non-alcoholic
(2) Alcoholic
3. Tobacco
4. Clothing and footwear
(1) Clothing
(2)Footwear
5. Rent and water charges
()Rent
a. Actual paid
b. Imputed rent of self-owned
c. Imputed rent of issued and
leased
(2) Repairs
(3)Waler charge
(4)Household premiums
6. Fuel and lighting
(I)Electric rate
(2) Gas
(3) Others
7. Furniture and family facilities
(1) Furniture
(2) Textile furnishing
(3)Durable household equipment
(4) Others
8. Household operations
(1) Domestic servants
(2) Service to family
(3)Other household operations
9. Medical care and sanitation
(1) medical equipment and
instruction
(2) Treatment in hospital, hospital
service, and health insurance
(3) Expenditure of medical article
(4) Personal accident and medical
premiums
(5) Medical consumption of NHI
10. Transport and communication
(1) Purchase of personal transport
equipment
(2) Expenses on operations and
maintenance of personal trans-
port equipment

Serial
No.
710
71
723
724
725
726
727
730
731
732
740
750
751
756
760

761
762

763

764
765
766
770
7

775
777

781

782
783
784
790
791

792
793
810

811

812

813

814

816
820

821

822

Amo

unt
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Item

(3) Purchase transportation

(4) Other communications

(5) Motor vehicle premiums

11. Expenditure on recreation,
education and culture

(1) Traveling expenses

(2) Recreation service

(3) Newspaper, magazine and sta-
tionery

(4) Recreation facilities

(5) Expenditure on education, cul-
ture and researches

12. Miscellaneous expenditure

(1) Other goods not listed anywhere

(2) Financial service

(3) Personal care

(4) Barber and bath

(5) Food, beverage and tobacco in
restaurant, ballroom

(6) Gifts (food exclusive)

(7) Miscellaneous expenses

(8) Other non-saving premiums

Total Consumption Expenditure

Capital Gain or Loss

Item

1. Capital gain

2. Capital loss

Capital Transfers

Item

1. Capital transfers received

2. Capital transfers paid

Serial
Amount
No.
823
824
825

830

831
832
833

834
835

840
841
8
843
844

845

846
847
848
800

Unit . Dollars
Serial Amount
No.
806
807

Unit : Dollars
Serial Amount
No.
808
809



Appendix D: The Original Questionnaire of
the Survey of Family Income and

Expenditure 1996 (Chinese Version)
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416
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206
956
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986
946
446
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476
486

496
406

546
516
526
566
576
556
176
186
586

167
237
17
127
137
707
147
247
267
277
287
297
327
337
347
357
367

397

417
427
437
307
317
377
207
957
387
457
987
947
447
467
477
487
497
407

547
517
527
567
577
557
177
187
587

168
238
118
128
138
708
148
248
268
278
288
298
328
338
348
358
368

398

418
428
438
308
318
378
208
958
388
458
988
948
448
468
478
488
498
408

548
518
528
568
578
558
178
188
588

169
239
119
129
139
709
149
249
269
279
289
299
329
339
349
359
369

399

419
429
439
309
319
379
209
959
389
459
989
949
449
469
479
489
499
409

549
519
529
569
579
559
179
189
589

160
230
110
120
130
700
140
240
260
270
280
290
320
330
340
350
360

390

410
420
430
300
310
370
200
950
380
450
980
940
440
460
470
480
490
400

SEf
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