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UNITY AND DIVERSITY OF SOCIAL PAYMENT SCHEMES

Suntmary in ,6nglisr\

I N T R O D U C T I O N

Social insurance, 'state pension' (financial aicl by way of public
service), social assistance and poor reiief (public assistance) are only

different types of social payment schemes. Although they are differ-

ent, their aim in many respects is the same. In order to compare

them it is necessary 6rst to draw up the'iron curtain' which is often

separating one from the other. Only then it is possible to give more

thorouqh consideration to the various objectives and methods.

The idea of this studv is to describe the characteristic differences
betwecn the various forms of social of Davment schemes ancl to

ascertain their significance for the weli-being of the inclividual,

which is their common objective.
In the concepcion of 'social 

payment scheme' the adjcctive in.rplics

1wo charac ter is t i cs ,  v iz .  :

1. that the scheme has bcen made for tl.re benefit of economically

weaK grouPs or Persons;
2. that it is rooted in the principle of social justrce .

'Social paynrent scheme' should be taken to rnean a body of state

regulations provicling fbr the grantinq of cash bene6ts to pcrsons
in order to he$ them meet their basic human needs. Tl.ris grant,
however, should ncver be considered to be the highest ideal, incle-

penclence gained through work always being the ultimate aim.

S ' ) C I A L  P A Y M E N T  S C H l

In spite of the great variety of existing social payment schemes,

rrrany attcnrpts have bcen nracle at classiÍrcation. T}re n'rost successful

attenlpt seems to Lrc the ' lntcrnational Survcy of Sc.rcial Scctrr i t l ' , '

published by the International Labour Oflice in 1950.

S U M N { A R Y  I N  E N G L I S H

This publication makes a distinction berween:
a. 'Social Insurance' ( 'compulsory' or 'voiuntary')
b. 'Public 

Service'
c. 'Social 

Assistance'
Together with poor reiief, which is considered ourside the sphere

of social security, the aforementioned types may be classiÍied as the
main forms of social paymenr schen'res. This classification, which
is uscd in the irresent book, is based on three characterist ics, whcther
or not found in those schemes: conrribution, title to a speciÍic
paynent and the fact thar the payment is subjecr to a ce.rai,r
reduction on account of income received. In schematic form it
looks l ike this:

Contribution

social insurance

public service
social assistance
poor relief

X

I I .  B R I E F  O U T L I N E  O F  T H E  D E V E L O P M E N T

o F  T H E  F O U R  M A I N  T Y P E S

l .  p o o R  R É L r E F  r N  T H E  1 9 T H  c E N T U R y  A N D  T H E  o B J E c r r o N S

R Á I S E D  A G Á I N S T  I T

In Western Europe in the 19th cenrury the poor relief, taken ir-r
hand by the Church ancl by voluntary organisarions, was carriecl
out side by side with the poor reliefgranted by the Srare (as a rult:
the local authorities). Thc former were considered to act our of
charity, the latter for the sake oFpublic order; the former had an
essentiai, primary function in this respect, the latter a seconrlary
(subsidiary) function. In the second half of the 19rh century, horv-
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ever, this led to a deadlock, mainly through the rise of industrial

capitalism, causing pauperism on a large scale as a result of low

wages, bad social conditions in factories and homes, periodically

recurring crises and social dislocation. Apart from protests raised

against the distress, there were also objections against the poor relief

of those days: against the presupposition that the poor were to

blame for being poor, against the inadequate and often hard practices
and against the insufficiency of the allowances.

The reaction was twofold:

l. a renovation ofpoor relief;
2. the conception of collective provisions in order to prevent

Poverty.

2 .  R E N o v A T I o N  o F  P O o R  R E L T E F

Launched by voluntary charitable organisations in a few towns,

in the Netherlands the idea of renovation gradually stirred people's
minds everywhere. Inter alia it was aimed at detecting and combating

the causes of poverty, at giving poor relief an uplifting character

and at.a sound co-operation between the denominational and the

voluntary organisations on the one hand and the municipal insti-

tutions on the other hand.
The Poor Law 1"912 was the result of these efforrs.

3 .  c o L L E c r I v E  p R o v I S r o N S  F o R  s o c r A l ,  s E c u R I T y

In the industrial period the mutual, voluntary insurance proved
unable to cope with calamities as disease, accidents and unemploy-

ment. The commercial insurance had even less signi6cance in this

respect, nor had the funds that were established by some employers.

With the aid of State subsidies only the voluntary sick fund and

unemployment insurance schemes became of importance in several

countries. For the rest the State had to take action in a more direct

way in order to minimize the distress, viz. through provisions in the

nature of compulsory social insurance, public service and social

assistance.

In the Netherlands the most wide-spread type is that of compul-

sory social insurance. Its development started with the entry into

S U M M A R Y  I N  E N G L I S H

force oI the Industria] Accidents Insurance Act I 90 I . Social assistance

could only with diflrculty be emancipated out of poor relief. The

history of this emancipation goes back as far as 1914, when with

the aid of State subsidy a national fund was established out of which

unemployed people received assistance outside poor relief. The

public service type is in the Netherlands only foun<l in a few schemes

which are meant to be corrections of certain social insurance acts.

I I I .  T H E  T H R Ë E  C H À R A C T E R I S T I C  P O I N T S  O F  D I F F E R E N C E  Á N D

T H E I R  S I G N I F I C Á N C Ë  F O R  T H E  W E L L - B E I N G  O F  T H É  I N D I V I D U À L

1.  Punponr  oF THIs  cHAPTER.

In this chapter the three points o[ difference between the main

types of social security, referred to at the end of chapter I, are

considered as regards their nature and their signi6cance for the well-

being of the individual.

2, Tnr coNTRIBUTToN.

A. What is a social insurance contribution?

The contribution paid under social insurance acts rePresents the

price which the insured person as it were pays for his title to a

benefit. Whereas the amount of the contribution at first-on the

analogy o[ the private insurance - to a large extent depended on the

actuarial value of the individual risk and the individual benefit

of each person insured, nowadays it is more and more determined

by social just ice and eÍf iciency.

B. Signr-6can ce of the contribution for the well-being of the

individual.

Positive elements.

1. The levying o[contribution accentuates the fact that the bene6ts

are to be paid somehow, thus making people reaiize that costs

are involved. This, however, seems to a lesser extent to apply

ro the younger generation and to unskilled workers.

2. The paying of contribution implies that people have given a

fi
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M M Á R Y  I N  E N G L I S H

quid pro quo for being entitled to a benefit; this may srrengrhen
people in their sense of human digniry and selfrespecr. However,
the auromatic way in which the contribution is mosrly paid
under the present regulations tends to weaken this effecr.

3. For the same reason it is also very doubtful whether, as some
people think, the sense of personal responsibility for one's living
is actually furthered by the levying of contributions.

4. It is o[ real imporrance, however, that the obligation ro pay
contribution creates a large degree of certainty that rhe claims
of the persons concerned cannot at will be inrerfered with by
the State at some time in the íuture.

Negative elements:

The levying of contribution is in so far unfair, as it releases the
community from its moral obligation to provide for rhose men.rbers
of the community who are unable (or no longer abie) to work for
their living.

3. Tnr rITLE To A spEcrFlc pÁyMENT.

A. What À tÀe scope of the title?
L Legal force.

The legal force mainly depends on the reply to the following four
ouestions:
a. Is the body which under the scheme has bee n appoinred for its

implen.rentation under an obligation to in.rplemenr it ?
b. How stringent is the wording in which the law or regulation

concerned has been framed in ordcr to express tl-re rclation be-
tween the person concerned and tlie payment?

c. Does the law or regulation indicate in an objective way ro whar
amount, for how long and under which conclitions a paymenr
shall be granted?

d. Is it possible for the person concerned ro appeal ro a more or less
independenc institution if he does nor receive the payment
applied for?

Ad a. The body in question is under an obligation ro implement
the scheme, i f the executive body has been appointed by sratute or

S U M M Á R Y  I N  E N G L I S H

if the executive body is subordinate to the competence of the Minis-

terwhohasenactedtheschemeby decree. In other cases the execu-

tive body is free from a formal point of view to implement the

scneme or not.

Ád b. The existing laws and regulations are frarned in various

wordings. 'strong' are the following formulations: 
'right to a

payment', 
'claim to a payment', the rtse of the indicative mood (e.g.

'pays out', or 'is granted'). Weaker is the form 'is eligible', weaker

still 'may be granted' or 'may only be granted'.

Ád c. The main criterion for the force of a title is whether the

payment has been provided for in an objective or a subjective form.

All the schemes in the nature of social insurance and of public

serviceprovideforthepayment in an objective form. Thesameapplies

to the schemes in the nature of social assistance, although sometimes

in a weakened form. As regards poor relief, however, the payment

is in principle provided for in a subjective form, although many

municipalities have laid down internal directions with regard to

the payments to be paid out.

Ád d. The appeal has been provided for in many different ways.

Under the social insurance acts the Courts of Appeal and in the last

resort the Central Court of Appeal have been designated for this

purpose. The acts in the nature ofpublic service do not contain any

right of appeal. The social assistance schemes make provision for

various administrative forms of appeal. In most. cases, however,

this has been done very summarily.

Under the Poor Law the Crown has the right to take action; the

pcrson concerned may apply hirnself to the Crown. In addition,

some municipalities have established a local advisory committee

with which comprlaints may be lodged.

Only in exceptional cases the normal civil judge will give a

decision.

Conclusion: The titles under the social insurance and public

service schemes are the strongest, those under the Poor Law thc

weakesr, especially as the paynent has not been specified in the

Iaw.
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S U M N { Á R Y  I N  E N G L I S H

II. Social assistance ofcen more flexible than social insurance.

In the varior:s schemes this is inter alia expressed by:

a. a less minute way of designating the persons eligible for a benefit;

b. the inclusion of local committees in charge o[ advising the

adn-rinistrarion on matters left to its discretion;

c. the benefit is more or less in accordance with the local level

of rents;

d. the possibility of supplementarypayments according to individual

needs;

e. the possibility to deviate from a rcgulation in individual cases;

f. i[ require<l by circumstances, the Minister can quickly modify

regulations embodied in his own decrees without going through

many formalities.

III. Rehabilitation and inclusion in the employment 6cld: social

independence versus entitlement to a payment.
Living on the con.rmunity can never be satisfactory in the end;

the recipient of a social payment should be aided as soon as possible
to earn his own living. This idea was also expressed by a Govern-

ment committee in 1943:
'The community, organized in tbe State, is responsible for the

social security and the freedom from want o[all its members, on the

condition that these members do all they reasonably can to procure
themselves this social security and freedom from want'.

B. SrgnrÉcan ce of the tiile to a specifrc paynTent for the well-

being of the individual.

Positive elements:
1. Income security in case the calamity provided for in the scheme

befalls the person concerned.

2. Equality ofrights throughout the country.

3. The right of recourse to the family may be clropped.

4. A raising of the social status.

Negative elements:

The objection is often raised that titles to a benefit tend to under-

mine people's sense of responsibility. It is true that a deficient sense

S U M M A R Y  I N  E N G L I S H

of responsibility for the community at large has been observed,

especially in the use of the sickness and unemployn.rent schemes,

although this applies only to a small part of the persons con-

cerned. It is difficult to say to what extent this has been caused

by the influence of titles under the social security schenes. Most
likely it may partly be ascribed to insuÍficient adaptation of society

to changed conditions. Numerous remedies have been devised

against this social evil; the best remedies appear to be the improve-

ement of human relations, both in industry and in the application

of the social security provisions, and incitemcnts to work.

4. Tnp REDUcTIoN oF THE pAvMENT oN ÁccouNT oF INcoME REcErvED.

A. Whar does tÀe reduction imply?
In most cases the reduction is effected by deducting the income

in whole or in part from the payment. In some cases, however,
the total of income plus payment has been subjected to a maximum.
In former days, under the Poor Law, all earnings both of the appli-
cant and o{ the members of his family were fully deducted. Gradu-
ally many mitigations were introduced into this strict rule, thus

promoting the social uplifting. In the social assistance regulations
it has been laid down into detail which income is in whole or in

part to be deducted from the benefit.

B. Srgnr.6can c e o { t h e red uc t io n fo r the w ell-b ei n g o f th e i ndiv i du al.

1. Nearly everyone agrees in principle that in social assistance and

poor relief the earnings of the applicant should be taken into

account, on the understanding that this should not be done too

rigorously.
2. Some people starc from the assumption that the State should

only give support in order to ensure the minimum subsistence

income and for this reason they consider it right that income

derived Íiom other sources than work should also be deducted.

3. Finally it has been adduced as an argument in support ofdeduc-
tion that it stimulates people to set to work.

Negative elements:

1. The regulation to deduct people's income from the bene'6t they

I
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receive has a damping influence on people's thrift, thus penalizing

their sense of responsibility.

2. The investigation made into people's incomes often leads to an

indiscreet interference with their private affairs.

3. It causes another fall in the income of the persons concerned.

4. It is often unfair to grown-up children, thus unfavourably influ-

encing family relations.

5. Ir makes the head of the family dependent on his grown-up

children in so far as they still live at home.

6. I t  impairs social security.

7. It may induce people to be dishonest in stating the amount of

the i r  incomes.

I V ,  C O N C L U S I O N S  W I T H  R E G A R D  T O  S O C I A L  I N S U R A N C E .

Although social insurance is an attractive form ofproviding for
social payments, a few modifications in the existing schemes are
to be recommended:

A. For the sake of the principle 
'Bear each other's burdens' the

State should always bear a certain part ofthe cost involved.

B. The payment should always be sufficient to provide for a
living, both as regards the amount and as regards the duration
of the payment. The amount should as far as possible be sufficient
to enable the person concerned to continue to live in the same style

as before the calamity befell him.

C. The possibility of restoring people's capacity for work and
their inclusion in the employment 6eld should be promoted to a
greater extent:

a. the person insured should be under an obligation to co-operate
to this effect;

b. the necessary medical provisions should be made available finan-

cially;

c. more opportuniries for vocational rehabilitation (training,

vocational guidance, placement) should be created;
d. the possibilitv to set to work should be made more attractive

from a 6.r".tii"l point of view.

D. Special attention should be paid to all attempts to strengthen
people's sense of responsibility with regard ro the way in which
the benefits are spent.

V .  C O N C L U S I O N S  W I T H  R E G À R D  T O  T H E  P U B L I C  S E R V I C E .

This form of making provision for social payments generally has
a less favourable effect on the well-being of the individual than
social insurance. Yet is is imaginable that in the future the public
service will have a new chance with regard to schemes comprising
the entire population, e.g. for children's allowance.

V I .  C O N C L U S I O N S  W I T H  R E G À R D  T O  S O C I Á L  À S S I S T A N C F .

The social assistance type is in various respects even less attrac-
tive than the public service. Yet it is in certain cases unavoidable
or even desirable:
f . if the calamity (e.g. war) has already taken place and the aim of

z.

3.

5 .

the community is only to provide a reasonable existence for the
vict ims;
i[ the calamity (e.g. disablement) set in at an age when the
persons concerned were not yet able to earn their living;
i[ for technical reason6 it is impossible to cover cerrain groups
of persons by a certain form of social insurance (e.g. the self-
employed);
if a scheme in the form of social insurance is considered desirable,
but if its preparation is expected to take such a long time that
social assistance is needed to bridge this period ofpreparation;
ifthe bene6ts under the social insurance scheme are too low and
if one does not want the oersons concerned to com€ under the
poor relief:

6. if one wants to curtail the cost of the schen.re and. therefore.
pays out part of the bene6t irrespective o[ the income, but
subjects the other part to a reduction on account of income.

The existing social assistance schemes are open to criricism with
regard to rhe fol lowing points:
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S U M M A R Y  I N  E N G L I S H

A. Several schemes do not have a statutory basis.

B. Grown-up children forming part of the family are in most

cases not regarded as financially independent persons, on account

of which they are not eligible for a payment themselves, and on

the other hand, if the head o[ the family is in receipt of a benefit,

they have to supplement the bene6t out of their own earnings.

V I I .  C O N C L U S I O N S  W I T H  R E G À R D  T O  P O O R  R E L I E F

1. OnJrcrroNs AGArNsr pooR RELIEF.

In addition to other objections that may be raised, the principal
objection against poor relief is that people are not in any way

entitled to a speciÊc payment. On that account, in spite of some

improvements in practice, the aversion to poor relief is likely to

grow even more.

2. Poor RELTEF oNLy FoR THE socIALLy t'.rar,a.oyusreo?

Nowadays this question is in principle answered in the affirmative

by many people. However, in actual fact the situation in the Nether-
lands is still far removed from this ideal; numerous people who are

by no means socially maladjusted are still necessitated to apply for

poor relief. F{owever, new social security schemes are in course

of preparation.

3. THn pooR RELIÊF sysrEM HÁs BEcoN{E oBsoLETE.

A detailed considerarion of this subject leads to the conclusion

that the category of the socially maladjusted should also be entitled

to a specific payment to support them. Neither the supposition

of their being 'unworthy' of a bene6t, nor the idea of a punishment
for something they are to blame for, nor the argument that social

case work requires the free disposal of the bene6ts to be paid,

appear to assign a good reason for refusing a title to the said

category in principle. At most it will in particular cases, by way of

pedagogic measure of a tenporary nature, be possible to withhold

the bcnefi t  in rvhole or in Dart.

S U M M À R Y  I N  E N G L I S H

The foregoing also leads us to the conclusion that a clearcut

distinction should be made between financial aid and social work,

which have been too closeiy interwoven up till now. Each of them

has its own scope, methods and range of aided Persons.
Poor relief, as a form of providing social payments, is out-dated

and will have to be replaced by a general social assistance scheme.
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