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A Policy Analysis


Social security policy in the Netherlands has and continues to play a fundamental role in the functioning of the Dutch social welfare state. Although dramatic changes have occurred over the course of the last fifteen years, the founding principles of social security have remained, in large part, intact. Clearly, the involvement of the government in providing a social safety-net has been reduced considerably in recent years with a predominant trend toward privatization; nevertheless, it remains equally clear that the Dutch welfare state is far from collapse. In many respects, it is in a far healthier position than it has been for several decades – finances are in order and key indicators suggest demands on the safety-net have fallen. In examining the past and current socio-economic conditions prevalent in the Netherlands, it becomes evident that those alterations to the system made and those yet to come were and will be critical in defining a new social security policy, one that is capable of dealing with the demographic, social, political and financial context of the next century.

THEORETICAL APPROACH


In order to understand fully Dutch social security policy, it is highly beneficial to have a grasp of some form of theoretical framework from which it is derived. To look blindly at the policy would result in a fractured, unenlightened and wholly unrealistic portrait of Dutch social security; undoubtedly, the key is to be aware of an applicable approach in examining the policy.


While the literature concerning European welfare states, governments and markets subscribe to varying perspectives, this paper will identify only one theoretical approach in defining social security policy in the Netherlands, and that is the Ideas-Centred Approach. In essence, this approach suggests that public policy is created and characterized by national political culture, historic policy trends, ideological guideposts, and an overall policy paradigm – what is accepted as normal in policy-making. A policy paradigm assures the creation of legitimate, reasonable, possible and desirable government policies, and can prevent legislation of any policies which may not be as seemingly legitimate or desirable. Though a policy paradigm may be tied to values, power, privilege and may be the basis of the national political discourse, it effectively guarantees that no square-pegs are driven into circles – if the policy does not fit, it will not be legislated.


The Ideas-Centred Approach is appropriate in examining Dutch social security policy as it is this policy, above all else, which has been at the very heart of the drastic changes that have come to bear in the Netherlands, changes that reflect not merely economic and social realities but an overall displacement of social ideological tenets – a paradigmic shift. A major upheaval in labour relations and employment was the cornerstone to the cure for the infamous Dutch disease, an upheaval that required a dramatic shift in ideological beliefs, values, and a certain re-writing of the Dutch political discourse. And so, it is fairly evident that it is the Ideas-Centred Approach which best describes Dutch social security policy, and is ultimately the most suitable framework from which the policy can be perceived.

BACKGROUND Analysis


The historical context of Dutch social security policy suggests the true importance of social welfare initiatives; undoubtedly, without social security, the very nature of the welfare state as it exists in virtually all West European nations would be severely compromised. As with health care, social security in the Netherlands remains the back-bone to the welfarist state structure. Its basis is not merely founded in history, but also a contextual value-system in which it has become the fundamental right of the Dutch to receive social security funds and measures:

… a more or less restricted (in terms of coverage, compensation and income replacement as main objectives) right to social security transformed into a fundamental social right, laid down in the Dutch Constitution, and defined as the right to self-realization and equality of rights.
  


Clearly, the aim of social security policy has not been to merely afford relief to unemployed – surely if it were limited to this, its costs would be a mere fraction of what the are. Nevertheless, social security policy has historically provided for an equalization of Dutch income distribution through social insurance schemes targeted at the ill, unemployed and elderly.  But while these aspects are not indigenous to Dutch or European social policies, the intention of social security in the Netherlands has never been limited to simple monetary compensation or support; in fact, “since 1966 the possibilities for self-fulfillment for every individual and for equal opportunities have become as important”.
 As Van Vliet noted in his 1986 papers, Dutch social security has never been merely concerned with cushioning the social effects of job losses; clearly, “social security is not only a matter of material prosperity, but also one of psychological well-being”.


Still, the 1980s brought about dramatic changes to Dutch social security. A thorough overhaul of the system resulted in an overall reduction of unemployment benefits “to 70% of the last-earned wage – instead of 80% as had been customary hitherto” while the “statutory minimum wage on which benefits are based was frozen for nearly a decade”.
 As eligibility criterion were tightened, the social security system emerged as less of an idealistic psychological and financial support bracket and more as a down-to-earth work incentive scheme, costing considerably less than ever deemed possible.

TRANSFORMATION of the issue into POLICY


To a high degree, Dutch social security policy as it exists today began to emerge in the mid-1980s as the endemic crises of unacceptable unemployment levels and systemic abuses resulted in colossal and unsustainable government expenditures. The consensual social dynamic of the original security system was heavily undermined by two predominant constraints – the disastrous accumulation of job losses in the early years of the 1980s and the abuse of the disablement scheme. As Roebroek put it:

Unemployment rose from about 5 percent in 1980 to about 14 percent of the labour force in the mid-1980s. At the same time, the number of beneficiaries within the disablement scheme, the latter hiding an important amount of structural unemployment, more than doubled, up to another 14 percent of the labour force.


Clearly, the old disablement measures were inadequate in that they failed to address the problem they were created for. As disablement was considered on the grounds of physical and psychological illness, the generous benefits were not restricted to those simply relegated to wheelchairs or mental hospital wards; “by the end of 1990 an estimated 882,000 people, or 14% of the labour force, were receiving disability payments, and 80% of this total were classified as completely disabled.”
 Due to the obvious cost unsustainability of the program, it was revised heavily by the Kok government after 1994 and today’s policy reflects these alterations. Similarly, the issue of high-cost social programs and their associated high government expenditure levels has resulted in the privatization of a number of social security schemes, most notably the Dutch pension system which is now a state-owned private-stock company responsible for the assets of some one million Dutch civil servants.

ACTORS and Institutions


Social security policy in the Netherlands has had a long, and recently, tumultuous history. Its creation and amendments have come about with considerable effort and resistance and has involved a number of people, agencies and institutions – be they direct players in policy-making or indirect powers of influence. Firstly, the Ministry of Social Affairs, responsible for “labour-market policy and the provision of social services” is the hub of government social security policy creation; secondly, the Ministry of Finance, responsible for government expenditures, is the overseer of social spending and the ultimate authority in regards to policy implementation and financial delivery; thirdly, the Social Economic Council and Council of State serve to analyze and assess policy aims and sustainability; while, lastly, the National Institute for Social Insurance (Lisv) exists as the chief implementation agency of social security policy.


While these are the key players, in terms of affecting policy-making, other organizations and agencies afford the system valuable opinions and the infrastructure for policy management – most notably, the Industrial Insurance Boards, responsible for workers’ insurance schemes, the Social Insurance Bank, responsible for national insurance schemes, and RINIS (Routings Institute for National Information Streams), a national electronic exchange system for person-related information.


Likewise, other academic and research agencies evaluate and offer policy alternatives, such as the well-known and highly influential Netherlands Scientific Council for Government Policy.

The POLICY


The Dutch social security system has undergone considerable change – while the policy of today resembles that which was formed many decades ago, it reflects a different world, one of severely divergent interests and of considerably different socio-economic and political conditions. 


According to the Netherlands Scientific Council for Government Policy, “social security must be the lubricating oil supporting job changes in a properly functioning labour market”, clearly a change in the idealistic policy of the past that advocated self-fulfillment and psychological well-being. The overall aim of such a policy has become in today’s world one of increasing “people’s empowerment, employability and flexibility, as well as a complementary demand-led policy for groups which still have difficulty entering the labour market”.


The social security policy of the Kok government (1994-on) has been focused primarily on reducing social spending through social security streamlining without reducing benefit levels, largely through the introduction of market elements and privatization. Currently, the “sickness benefits schemes have been privatized: employers are now responsible for paying sickness benefits to their employees; it is laid down by law that the benefit must be 70% of the last-earned wage”, a policy initiative that has been aimed at encouraging employers to improve labour conditions by reducing sickness-related absenteeism.
 In addition, according to the Government Policy Statement, a “balanced growth in incomes is important”, as resources have been targeted for “income support and a continuation of the policy aimed at addressing poverty”. Social security policy today has also endeavoured to “express the solidarity between the generations” by index-linking old age pensions of the elderly to wage rises of the working labour force.


There are a variety of national programs which form the superstructure that is the Dutch social security system, denoted as such by the government policy. National Insurance accounts for old-age, disability and survivors pensions, family allowance and the reimbursement of exceptional personal medical expenses; the National Assistance Act provides support for low or no income families and persons not covered by other programs; Employee Insurance schemes, intended for salary-earners, cover sickness benefits, medical insurance, unemployment benefits and compensatory plans for injuries related to work.


Identifiable as a major part of government social security policy, the National Institute for Social Insurance (Landelijk instituut sociale verzekeringen) serves to carry out the “correct allocation of benefits, the management of financial funds and, in particular, the collaboration with Job Centres and municipal social assistance offices in order to assist as many unemployed people as possible to return to the work force”.


While Lisv exists as the chief social insurance agency, special attention must be given to the actual government Acts which form Dutch social security. Essentially, there are three categories of Acts – Employees Insurance Acts, National Insurance Acts, and Social Provisions Acts. 

The Employees Insurance Scheme is comprised of four key Acts: the Sickness Benefits Act (in a much reduced role since 1996); the Disablement Benefits Act, provisions dependent on the recipient’s age and degree of incapacity; the Unemployment Insurance Act, with provisions dependent on employment record and age; and the Health Insurance Act, which provides health insurance for employees with salaries which fall below a given level.
 

The National Insurance Scheme is also comprised of four principle Acts: the General Old-Age Pensions Act, designated for all insured persons over the age of 65 with provisions calculated according to 2% of the total pension per resident year in the Netherlands, regardless of income or personal assets; the General Surviving Relatives Act, aimed at widows and orphans, dependent on income level of the lost relative; the General Child Benefit Act, providing compensation for the costs of raising children in the Netherlands, for children up to the age of 18; and the General Act on Exceptional Medical Expenses, aimed at assisting those needing homecare or other exorbitant medical care.

The Social Provisions Scheme is the sum total of seven primary Acts: the Supplementary Benefits Act; the National Assistance Act – a major policy achievement aimed at providing supplementary income to those not entitled to other social security benefits; the Act on Income Provisions for Older or Partially Disabled Formerly Unemployed Persons – aimed at those in this category who cannot support themselves above a minimum level; the Act on Income Provisions for Older or Partially Disabled Formerly Self-employed Persons, serving essentially the same purpose; the Disablement Assistance Act for Handicapped Young Persons, affording them a basic level of subsistence; the Sheltered Employment Act, aimed at creating employment for those unable to find work in the mainstream workforce due to physical or mental handicap; and lastly, the Disablement Provisions Act, aimed at assisting handicapped persons with transportation and housing difficulties related to their disablement.

Despite all the Acts, agencies and institutions organized to form the Dutch social security system, and despite their effective reflection of government social policy, Dutch social security policy has acquired the “function of securing minimum living conditions for groups of economically and socially marginalized citizens”.
 Clearly, the current  policy is no longer simply an amalgam of handouts to whomever opens their wallet; it has evolved into a tighter, leaner social welfare entity capable of rendering aid but also intent on promoting self-sufficiency.

IMPLEMENTATION of Policy and COST


To implement government policy, there must be both the will and the finances to support it. Agencies such as Lisv are integral to the facilitating of policy objectives in the Netherlands, be they in regards to Employees Insurance Schemes or Social Provisioning Schemes. But without money, no policy can be implemented – in every instance, major amounts of government funds, derived from either tax revenues or employee/employer contributions, must be delivered. 


Social security expenditures and transfers account for all government spending on social security benefits, social assistance grants, unfunded employee pension and welfare benefits, as well as transfers to private not-for-profit institutions serving Dutch households.
  Expenditures in the Netherlands have increased almost exponentially over the last 50 years – from 7.8% of Gross Domestic Product in 1950 to a level well in excess of 30% of GDP today.
 In the fiscal year 1997-98, Dutch social security costs rose to 166 billion Guilders (about $80 billion US).
 It is evident that to implement such a vast and encompassing policy requires substantial dedication – from both government policy-makers and implementing agencies, as well as the Dutch taxpayer and contributor.

MONITORING of the Policy


As is expected, those who have monitored social security policy and continue to to this day remain those most closely linked to its creation and implementation – most notably, the government bodies and agencies responsible. From the Ministry of Social Affairs and the Ministry of Finance to the Netherlands Scientific Council for Government Policy and even the European Union, arguably all players who can and have affected policy decisions and policy implementation reserve interest in monitoring afterwards. And while others may not carry the same political weight, organizations such as the Tilburg Institute for Social Security Research (TISSER) and the Netherlands School for Social and Economic Policy Research continue to study, analyze and assess the merits, pitfalls and effects of Dutch public policy.

Conclusion and EVALUATION


Indeed, the Dutch social security system reflects a vast, expansive policy which now endeavours to adapt to a host of societal and political changes that have shaped the public policy-making sphere in recent years. Clearly, times change and a policy must reflect this lest it become obsolete or irrelevant. And it is with these changing times that justification can be found in the gradual withdrawal of government from social security, as “direct responsibility is increasingly being carried by the individual citizens themselves”
 instead of the government once charged with the pre-eminent responsibility to care for and support its own people. The evolution of the system, as a consequence of policy direction, has seen social security shift from “status and income maintenance towards securing a minimal guarantee of subsistence”
, perhaps more in line with North American and British welfarist models than Continentalist Europe models. Arguably, the Dutch have seen a considerable “deterioration of the position of most beneficiaries in terms of coverage, level of benefits and the duration of social security benefits” resulting in a reduction of social expenditure, but most importantly, a “fundamental change of the character of the Dutch social security system”.


Whether it is a case of poorer premiums or shorter benefit periods, it is evident that the Dutch social security system today is not fundamentally as welfare-oriented as it was in the past; in the interests of lower costs, policy has shifted towards moderation, even conservatism, and as a result is less socially and more financially oriented. What the long-term future holds for Dutch social security policy remains elusive – nonetheless, its viability has been, at least in part, ensured by the cost moderation initiatives. While perhaps fewer people may receive support, for a lesser amount and for a shorter duration, the groundwork of social security remains intact and financially healthier than it has ever been. Will Dutch social security still exist in twenty years? Likely. Will it resemble what it does now, will it revert to its previous form, or will it become ever more fiscally conservative? Those are questions which are impossible to answer as they dwell on hypothetical circumstances; still, one can see that the role of government in the social welfare state in Europe, well illustrated by the Dutch example, is changing. 

What tomorrow holds is but a mystery, draped in the cloths of the past and shrouded by the unforeseen challenges of the future…
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