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This article overviews the important ships that have taken place 
during recent decades in scientific thinking with respect to 
poverty and social exclusion, and social security in Europe. 

Startingfiom this it points to the basic aims, achimments and 
shortcomings of social security policies in thejght against social 

exclusion. As the lack of labour demand presents itselfas the 
ultimate challenge for social security, the needfor a European 

perspective is addressed, together with the inadequacy of existing 
policy-making structures. 

t first sight, the question whether the A, esurgence of poverty and the struggle 
against exclusion represent a new chal- 
lenge for social security can easily be 
answered both yes and no. Yes, because 
poverty and social exclusion continue to 
be a challenge for social security. But no, 
because this challenge is not a new one as 
it has always been one - perhaps the 
major - ruison d'Etre of social security 
policies. 

The traditional concept of social se- 
curity as it has been laid down in intema- 
tional legal texts like ILO Convention 102 
on minimum standards for social security 
protection and EC Regulation 1408/71 on 
social security protection for migrant 
workers refers to a list of social risks or so- 
cial contingencies. Social security is then 
defined as the set of schemes that operate 
to compensate for the financial conse- 

quences of these social contingencies. 
Traditionally, indeed, two kinds of instru- 
ments are distinguished. On the one hand 
there are income replacement schemes 
that are intended to secure an income in 
the case that primary income is inter- 
rupted as, for example, in the case of un- 
employment, sickness or retirement. On 
the other hand there are income adjust- 
ment schemes that are aimed at meeting 
exceptional expenditures such as, for 
example, those connected with children or 
medical care. For us, two observations are 
remarkable in this way of defining social 
security. First of all, no reference is made 
to poverty or social exclusion but the 
emphasis is put on the income conse- 
quences of a particular set of social contin- 
gencies. And second, in referring to these 
contingencies and even more explicitly to 
social risks, this way of defining social se- 

Val. 50,1/97 lntematimal Social security Review 



The rewrgmx of poverty and thr rtruggb rgrinrt axdudon: A naw chribnga for social aocufHy in Europe? 

curity shows an outspoken social insur- 
ance bias. 

Neither observation, however, is par- 
ticularly surprising, as most existing social 
security schemes were originally set up 
as social insurance schemes. Even when 
in many countries they were brought 
together in all-encompassing social se- 
curity systems after the Second World 
War, they would further develop as social 
insurance schemes. Up to some decades 
ago, the insurance character of these 
schemes even provided them with a 
tremendous popular support. It made 
them differ from the stigmatizing and 
often hated forms of public assistance and 
charitable help that preceded them.’ Yet 
these social insurance schemes could ex- 
plicitly be launched, first by friendly and 
mutual aid societies, and later be sub- 
sidized and made obligatory and statu- 
tory, because they focused on well-defined 
risks by which industrial workers could be 
confronted. For these wage earners such a 
confrontation with invalidity, old age and 
unemployment meant loss of the sole in- 
come source and hence income poverty. So 
it was the threat of poverty as it presented 
itself for the industrial worker that con- 
stituted the basis of social insurance 
schemes. 

Yet, now, this context has greatly 
changed. So have social insurance schemes 
and poverty definitions. Hence we will 
first scrutinize the concepts of social exclu- 
sion and social security before dealing 
with the capability of social security 
schemes and wondering to what extent the 
European policy level might play a role in 
this. 

Poverty and social exclusion 

It would be misleading and even highly in- 

adequate to consider the concept of social 
exclusion as a mere synonym for the older 
poverty concept.’ Yet, in order to get a 
grasp on its meaning, it might be useful to 
dwell somewhat on the way it was laun- 
ched. Social exclusion is, after all, a rather 
new concept, and the policymaking con- 
text in which it was put on the agenda was 
not the traditional, national one that was 
dominant in the old poverty and social de- 
privation discussions. The European Com- 
munity (EC) has been the especial context 
in which the concept was launched. More- 
over, the various programmes, networks 
and initiatives that subsequently were set 
up at the EC level constitute the frame- 
work in which the first attempts took 
shape to operationalize, analyse and moni- 
tor it. 

Towards the end of the second EC pov- 
erty programme, in 1988, the European 
Commission published a document in 
which reference was made to ”social ex- 
clusion“. One year later the concept was 
referred to in the preamble to the EC Social 
Charter, stating that “in the spirit of soli- 
darity it is important to combat social ex- 
clusion’’. And in the same year, 1989, the 
EC Council of Ministers adopted a resolu- 
tion on “combating social exclusion”. The 
Council could do little more than request 
Member States to combat social exclusion 
among their own citizens by improving 
their own policies. Yet it also called on the 
Commission ”to study, together with the 
Member States, the measures they are tak- 
ing to combat social exclusion” and to re- 
port back? Following on from this, the 
“observatory on national policies to com- 
bat social exclusion” was set up! 

Meanwhile, the “European Community 
Programme to foster economic and social 
integration of the least privileged groups”, 
the so-called Third EC Poverty Pro- 
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gramme or “Poverty 3”, had been laun- 
ched. It originally covered 27 model and 12 
innovative action projects for the period 
1989-1994 that would focus on multi- 
dimensional actions to foster economic 
and social integration involving - in some 
form of partnership - all relevant econ- 
omic and social agents. The members of 
the observatory and the action researchers 
who were active in self-evaluating and 
steering activities of the Poverty 3 projects 
were both among the first to be necessarily 
confronted by the social exclusion con- 
~ e p t . ~  So it is useful, when attempting to 
get a grasp on the concept, to capitalize on 
the preliminary conclusions they reached! 

At first sight “social exclusion” was 
launched at the European level as a practi- 
cal alternative to the old poverty concept. 
The latter in fact still lingered on in the ab- 
breviated “Poverty 3” notion of the pro- 
gramme to foster economic and social inte- 
gration. Yet, soon after the social exclusion 
concept was first used, the Commission 
began to stick systematically to it. The 
original reason for this shift seems to have 
been political, as the Member States that 
have instigated a guaranteed minimum in- 
come deemed sufficient to cover basic 
needs expressed reservations about the 
word “poverty“ when applied to their 
respective countries. ”Social exclusion” 
would then be a more adequate and less 
accusatory expression to designate the 
existing problems and  definition^.^ Yet, as 
the new concept seemed to refer more to 
the dynamic aspect of the process which is 
at the basis of poverty, and as it bore a less 
one-dimensional connotation with the in- 
come aspect of poverty, the concept of so- 
cial exclusion was soon accepted in action 
research and policy statements. Also, for 
researchers, it proved to be a timely con- 
cept that should be distinguished from 

such older core concepts as poverty and 
deprivation. I would suggest that it has 
two distinct connotations: its compre- 
hensiveness and its dynamic character. 
Together these connotations make it a dif- 
ficult but at the same time very useful con- 
cept. 

Comprehensiveness 

According to Ringen, poverty can be 
defined and measured in two ways: di- 
rectly (in terms of living conditions and 
consumption) and indirectly (in terms of 
income).’ 

A direct definition of poverty is one 
which relates it to deprivation: poverty is 
defined “as a standard of consumption 
which is below what is generally con- 
sidered to be a decent minimum”.’Such a 
definition is called “direct” because it fo- 
cuses on the actual living conditions of 
persons and households. Measuring pov- 
erty using an income poverty line, on the 
other hand, is an indirect method: poverty 
is assessed on the basis of the disposable 
income of the household. Such an ap- 
proach is called ”indirect” because it is not 
the actual living conditions which are 
being measured but only one of the deter- 
minants of those conditions. 

On the basis of this distinction, Ringen 
made a harsh criticism of the prevalent re- 
search on poverty as it often combines a 
direct definition (in terms of living condi- 
tions and consumption) with an indirect 
measurement instrument (the income pov- 
erty line). 

The action researchers of the Poverty 3 
Programme had a similar inspiration 
when they pointed to a major difference 
between poverty and social exclusion in 
the sense that the former concept has to do 
with a lack of resources, whereas the latter 
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is more comprehensive and about “much 
more than money”.’o By making this dif- 
ference between poverty and social exclu- 
sion, these action researchers could point 
to the real meaning that implicitly had 
been attributed to poverty at the European 
level for almost two decades. Already in 
1974 the European Council had defined 
poverty as referring to “individuals or 
families whose resources are so small as to 
exclude them from the minimum accept- 
able way of life of the Member State in 
which they live”.” This broader, depriva- 
tion meaning of poverty now came to be 
described by the action researchers as “so- 
cial exclusion”. 

Even if there is agreement that the con- 
cept of social exclusion encompasses a 
broader range than income or financial re- 
sources, we must still indicate which 
dimensions it embraces. The Poverty 3 re- 
searchers, especially those from Ireland, 
suggested that social exclusion should be 
defined in terms of the failure of “one or 
more of the following four systems”: 

the democratic and legal system, which 
promotes civic integration; 

the labour market, which promotes 
economic integration; 

the Welfare State system, promoting 
what may be called social integration; 

the family and community system, 
which promotes interpersonal integration. 

“One’s sense of belonging in society”, 
the researchers comment, “depends on all 
four systemsrt.” 

In the way they refer to major social in- 
stitutions, the Irish action researchers 
show some affinity with T.H. Marshall’s 
analysis of ~itizenship.’~ III the latter’s 
view, citizenship includes civil, political 
and social rights. Social exclusion could 
then be conceived in terms of the denial - 
or non-realization - of citizenship rights, 

as the EC observatory on national policies 
to combat social exclusion tried to do.14 
The action researchers, however, explicitly 
refer not to the citizenship rights that may 
come to be placed at risk, but to the major 
social institutions through which these 
rights should be materialized. 
So the conceptual differences become 

somewhat clearer: there is the traditional 
concept of poverty, which by now is re- 
stricted to denoting a lack of disposable in- 
come; and there is the comprehensive con- 
cept of social exclusion that refers to a 
breakdown or malfunctioning of the major 
societal systems that should guarantee full 
citizenship. Poverty then is part of - a 
specific form of - social exclusion. The 
latter is broader and should not necessar- 
ily always encompass an element of pov- 
erty. 

Process 

The rapporteurs of the 3rd Poverty Pro- 
gramme point out that the projects that di- 
rectly address the distinction between 
poverty and social exclusion understand 
the latter basically as a process and the for- 
mer as an o~tcome.’~ on closer scrutiny it 
becomes clear, however, that both poverty 
and social exclusion can have a double 
connotation. First comes a static connota- 
tion referring to the situation that 
emerged, the outcome. This situation can 
be a lack of disposable income (poverty) or 
a multifaceted failure (social exclusion). 
On the other hand, both concepts refer to a 
situation that resulted from a process. I 
would therefore suggest using poverty 
and deprivation to denote the outcome, 
the situation; and using impoverishment 
and social exclusion to refer to the process. 
This leads to the cross-tabulation shown in 
Scheme 1. 



Scheme 1. Concmts 

s$ticoutcome Dynamic- 

Income poverty impoverishment 

Mulbdimensional deprivation soda1 exclusion 

Evidence 

With respect to the difference between 
poverty and deprivation, there is already 
some empirical evidence that the realities 
they refer to differ and hence that it is 
worthwhile to make a distinction between 
them. To give one example: in an analysis 
that was done on 1988 data from the 
Netherlands, the overlap between depri- 
vation and poverty seemed to be far from 
perfect.I6 As Table 1 shows, only 30 per 
cent of the income poor are also deprived; 
on the other hand, 7.6 per cent of the non- 
poor are deprived in other than income 
terms. 

As far as the processes of impoverish- 
ment and social exclusion are Concerned, I 
am afraid that, so far, we have a lot of casu- 
istic, in-depth information but are still 
lacking coherent empirical evidence. Yet, 
as far as impoverishment is concerned, 
panel analyses already give us some idea 
of the very complex mechanisms that are 
at work.I7 To take an example from the 
same data set: for the Netherlands it ap- 
pears that the very stable number of poor 
persons we find in each year conceals re- 
markable processes of mobility in and out 
of poverty. In each of the years 1986 to 
1988, some 8 per cent of the population 
were in poverty. Yet, still taking the same 
three years under consideration, as shown 
in Table 2, as much as 15 per cent of the 
population were hit by poverty in at least 
one of the three years. On the other hand, 

only 1.2 per cent were in poverty during 
the whole period. So, important mobility 
mechanisms are at work that act as tram- 
polines to get people out of poverty. 

There are in fact two major such tram- 
polines: finding employment, and changes 
in household composition that generate 
new income sources. In addition to these, 
the principal brake that prevents house- 
holds from sliding down into poverty is 
the availability of earnings-related, above- 
minimum social security protection. It pre- 
vents the majority of elderly, disabled or 
short-term unemployed persons from 
slipping down to the minimum protection 
level, to poverty and further down to a 
situation of multidimensional depriva- 
tion.'* With a view to monitoring, all this 
pleads for having poverty or deprivation 
incidence indicators replaced by some sort 
of mobility indicators. The analysis of 
odds ratios over time is a first step in that 
direction." 

The launching of the concept of social 
exclusion at the European level may thus 
have been triggered by political reasons. 
This, however, does not preclude that the 
concept could yield a valid improvement 
in the conceptual framework that was 
used so far in our scientific thinking on 
and policy fight against poverty. The 
multidimensional and dynamic connota- 
tions which it soon carried pointed to the 
necessity to enlarge our approach in a 
double direction. It visualized the need not 
just to focus the cross-sectional incidence 
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Table 1. Population by deprivationa and povertyb (%), Netherlands, 1988 (N=13 771) 

Deprhgd Notdepmgd 

Poor 29.9 70.1 100 

Not poor 7.6 92.4 100 

aacaxdng lo OspriVaaOn Line 5.5 

baamding lo European S$Wcal Minimum Standard 

Soum:CBS. Dulch Sodo-Emmmic Panel, as rspwted In R. Muffel8 el d.. op. a, 1992, p. 202. 

of income poverty but on the one hand to 
encompass a multidimensional set of liv- 
ing conditions and, on the other hand, to 
address the process which is at the basis of 
it. Yet, before dealing with the relevance of 
h s  for social security, it is useful to dwell 
somewhat on the social security concept 
and its rich potential. 

Social security rediscovered 

The traditional definition of social security 
to which I referred at the beginning of this 
paper has been under fierce attack during 
the past decade as it proved to be inad- 
equate and misleading for attempts to tack- 
le the challenges that confronted the exist- 
ing social security systems. At the same 
time, the legal and technical content that 
had become associated with this concept 
tended to blur the societal function of this 
massive social institution and in doing so 
represented an impediment to the concep- 
tion and elaboration of alternative social 
security policies and their evaluation. 

The social division of social security 

A first criticism capitalized on Titmuss's 
social division of welfare?' Sinfield was 
among the first to apply Titmuss's analyti- 
cal framework to social security and, in 
doing so, pleaded for getting social se- 

curity out of its institutional cocoon by 
adding to the statutory social security 
schemes any other forms of state interven- 
tion with similar objectives. As a result, so- 
cial security should be seen to embrace not 
only the statutory schemes but also occu- 
pational and fiscal schemes, which in fact 
represent the hidden part of the social 
security construct?' One can even argue 
that, if one wanted to avoid illegitimate 
isolation, a functional analysis of social se- 
curity would dictate that private insurance 
and somewhat older and forgotten institu- 
tions like family solidarity and mainten- 
ance liabilities also be taken into account. 
All these institutions have in fact retained 
some potency to contribute to the common 
aim of maintaining the level of existence 
by providing some form of replacement or 
adjustment income.= Given the trend in 
many European countries towards privat- 
ization, this aspect turned out to be of very 
crucial imp0rtance.2~ 

Yet, when we tried to monitor empiri- 
cally in the Netherlands to what extent pri- 
vatization developed, we were soon con- 
fronted with the finding that what follows 
after so-called privatization is not necess- 
arily genuine privatization.** The bulk of 
the gap that is created when statutory so- 
cial protection is narrowed is in fact taken 
over by occupational schemes (albeit with 
all the associated inequality); hardly any- 
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Table 2. Population in poverty (according to legal poverty line) (YO), Netherlands, 
1986-1 988 

% % 

Never poor 84.7 

Poor in at least one year 15.3 loo 
of which: -in 1 year 7.8 51 .O 

-in 2 years 6.3 41.2 

-in 3 years 1.2 7.8 

sourCe:CBS, as repw$d in H.J. Dim and J. Berghman. I%+ evdutim of i m  poveltv in he Mshlmds: Resuits horn he DUW sodo-EcomniC Panel 
Survey', In Innovation. 1935.1, p. 88. 

thing is really taken over in the private 
sphere, so there is hardly any real privatiz- 
ation. Rather, the part that is not taken 
over by occupational schemes is left open. 
In this respect privatization means dim- 
inution or dismantling of social security 
protection. 

This does not preclude, however, as far 
as the implementation of social security is 
concerned, some administrative privatiza- 
tion taking place in the sense that private 
insurers were (again) given access in some 
countries to the administration of the 
statutory or occupational schemes. 

The basic policy chain 

Whereas the first criticism had to do with 
the limited scope of instruments that are 
taken into account when reasoning about 
social security systems, the second criti- 
cism refers to the isolated perspective that 
is traditionally used in reasoning about so- 
cial security policies. Social security re- 
search and policymaking have in fact fo- 
cused for a long time on internal, en- 
dogenous factors, thereby losing sight of 
the broader societal function of the social 
security system. 

This function can best be explained by 
pointing to the basic policy chain that 
underpins social policy. This holds that we 
educate and train people to ensure that 
they may be adequately integrated into the 
(paid) labour market. Such integration 
would give them the opportunity to gain a 
primary income. And this income in turn 
enables them to have command over re- 
sources to guarantee their social participa- 
tion. 

Yet, when this logical chain is endan- 
gered because of limited resources that 
might prevent families from aiming at 
adequate education or training for their 
children, family benefits and study grants 
are activated. Moreover, when the chain 
is interrupted because of unemployment, 
incapacity to work or old age, social 
protection systems operate to provide 
replacement income in order not to en- 
danger social participation. Meanwhile, 
restorative actions like health care, work 
mediation, retraining and even partial re- 
employment schemes are activated with 
the aim of securing rapid reintegration in 
the labour market, restoring the logical 
chain. When both these reintegration de- 
vices and the income protection schemes 
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Scheme 2. Basic policy chain 
‘education integrationinto income social 

training labour force participation 

W 
reintegration social security 

are inadequate, however, the risk of social 
exclusion - of deficient social participa- 
tion - materializes.25 

So far as the core income replacement 
schemes are concerned, therefore, and as 
illustrated in Scheme 2, social security ba- 
sically operates as a bypass mechanism in 
those cases where integration into the la- 
bour force is no longer possible or desir- 
able. In such cases their aim is to mend the 
chain by guaranteeing the availability of 
(replacement) income in order to safe- 
guard social participation. 

One may even argue that income re- 
placement schemes all cover the same 
basic social risk, i.e. incapacity to work. In 
the case of unemployment this risk materi- 
alizes because there is no work; in the case 
of sickness and invalidity because there is 
either temporarily or permanently no 
work capacity. Taking into account the 
way pension schemes were introduced, 
they must be classified as particular forms 
of invalidity scheme in which incapacity to 
work is presumed as soon as the pension- 
able age is reached, and hence any proof of 
incapacity is no longer used as an entitle- 
ment condition?6 Early retirement 
schemes and the different ways they are 
conceived illustrate how the ultimate risk 
is incapacity to work. They are called ”re- 
tirement schemes” but are often elaborated 
in line with unemployment schemes and 
have been introduced to have the less 
productive (and less capacitated) older 
workers make way for younger cohorts. 

The fundamental importance of this 

policy chain is shown by the way it allows 
us to locate some of the basic welfare state 
models that have been distilled to eluci- 
date the highly complex existing national 
Welfare State systems. The traditional 
Scandinavian model emphasizes (re)inte- 
gration in the labour market, whereas the 
continental or Bismarckian model stresses 
a good bypass mechanism with eamings- 
related benefits that are capable of intens- 
ively replacing the lost wage. The Atlantic 
or Beveridgean model focuses on a point 
even later in the policy chain by providing 
flat-rate income protection in order to safe- 
guard minimum social participation. 

“Social” security 

Meanwhile, the position of the broad set of 
social security instruments within the 
broad social policy chain may have 
become clear. Yet the question remains 
why their function of income maintenance 
should be elaborated through “social” 
benefit schemes. This is a third point on 
which social security thinking has been re- 
vitalized. 

In the end, social and not just private in- 
surance schemes are used because it is so- 
ciety itself which tries to protect itself, in- 
ternally, through obligatory schemes, 
against the dysfunctional effects of income 
interruption, which manifests itself with 
some of its members and beyond the com- 
mand and the responsibility of these 
citizens. Citizens are encouraged, and 
even obliged, by the government to insure 

lntemetionel Social security Releview Vol. 50.1/97 



themselves against a number of social 
risks. And this is done not so much to have 
the income situation of the citizens pro- 
tected but to prevent the latter from be- 
coming a burden for the rest of s0ciety.2~ 

The effect of income loss associated 
with the core risk of incapacity to work is 
in fact not confined to the person directly 
hit by it. It will reflect on others, and even 
onto the broader society: from cultural and 
motivational effects on the children of the 
unemployed up to political instability and 
social upheaval. That is why nation-States 
try to protect themselves against the det- 
rimental effects of the so-called social 
risks, why these risks may rightly be called 
“social” and why they have to be covered 
by compulsory schemes. 

Moreover, the obligatory social security 
schemes are elaborated in such a way that 
insurability and entitlement to benefits are 
made conditional on the work effort. In 
this way, social security schemes confirm 
and socially reinforce the work ethic. 
Citizens are not automatically insured and 
are not automatically entitled to benefits. 
Their entitlement rights are to a large ex- 
tent dependent on their productive effort 
and are conditioned, wherever possible, 
by the willingness to work of the benefi- 
ciaries.28 

Thus, limiting the dysfunctional social 
effects of income interruption and rein- 
forcing productivity and the willingness 
to work present themselves as the ulti- 
mate justifications of the social security 
schemes. 

Overall, the past decades witnessed im- 
portant shifts not only in social security 
policies but also in social security thinking. 
By becoming aware of its social division, 
not only was social security liberated from 
its traditional social insurance cocoon but 
the analysis of it was also widened to a 

much broader set of income protection de- 
vices as it took occupational and fiscal 
schemes into account. At the same time, a 
new awareness grew of the basic function- 
ality of social security policy to act as a 
necessary income bypass in the event of 
the different forms of incapacity to work. 
Later on, its social and mandatory charac- 
ter was rediscovered as residing in the pro- 
tection of society and upholding the work 
ethic. 

These three fundamental shifts in social 
security thinking to some extent accompa- 
nied the shifts in social security policies 
that materialized during the past decades. 
After the full maturation of the Welfare 
State in the 1960s and early 1970s one can 
distinguish three policy periods. The first 
started in the late 1970s to early 1980s, 
when the effects of the oil crisis and the 
economic recession of the mid-1970s fully 
materialized with growing numbers of 
beneficiaries and heavy budgetary press- 
ures. This resulted in increased contribu- 
tion rates, cuts in benefit levels and tight- 
ened eligibility conditions. Gradually this 
was to enhance the legitimacy of the broad 
set of instruments that figure in the “social 
division of social security”. Social assist- 
ance, occupational benefits and tax expen- 
diture schemes were again discussed as al- 
ternatives for the traditional, statutory so- 
cial insurance schemes. 

After a period of cutting, however, the 
awareness grew that rather than reducing 
benefit levels, redressing the growing 
number of beneficiaries had to be the tar- 
get. This was to lead to a second policy 
phase that was geared to tightening the in- 
flux of new beneficiaries and speeding up 
their outflow, thus aiming at a smaller 
number of beneficiaries and hence a smal- 
ler budget load. Intensive retraining and 
reintegration schemes as devices of labour 



supply policies characterized this second 
phase, thus capitalizing on the limited 
functionality of benefit schemes within the 
basic policy chain. 

Yet at this moment we seem to be on the 
verge of a third phase. It becomes clear in 
fact that the scope of labour supply policy 
remains restrained within a context of 
limited labour demand. Hence, the basic 
social contract that implicitly defines the 
overall amount of labour demand, the way 
this is distributed, the fact that primary 
and secondary income distribution are 
derived from it and that the value mixes of 
efficiency and equity, of work ethic and 
solidarity are called upon to underpin it, is 
being put on the agenda. At the same time, 
the core societal agreement upon which 
social cohesion and stability rest is under 
scrutiny. 

Social exclusion and social security 

Aims 

After the discovery of two basic ap- 
proaches to social security - Bismarck 
and Beveridge - and after assessing the 
trend towards convergence of the two ap- 
proaches that had manifested itself from 
the 1960s onwards, it became clear that the 
social security system had a double, ex- 
plicit aim: guaranteeing minimum income 
protection, and safeguarding the acquired 
standard of living through earnings-re- 
lated income prote~tion.2~ Providing mini- 
mum income protection is beyond any 
doubt the primary task of the social se- 
curity system. Not fulfilling this task im- 
plies in fact that income poverty would 
continue to exist and that the necessary 
foundations would be missing on which to 
build any safeguarding of the acquired 
standard of living. Yet it would be short- 

sighted to limit social security protection 
to a mere minimum protection. What 
should be aimed at in fact is preventing 
persons from sliding down to a situation at 
or below the minimum level.30 It is not by 
accident that panel analyses have shown 
that earnings-related, above-minimum 
protection is the major device that pre- 
vents households from sliding down to 
poverty and even to multidimensional de- 
privation?l Moreover, the location of so- 
cial security within the broader social pol- 
icy chain has meanwhile pointed to a third 
explicit aim: its contribution to reintegra- 
tion. Given the attention that should be 
given in social security policies to preven- 
tion and restoration, one should ensure 
that benefits do not work to the detriment 
of effective reintegrative and preventive 
actions and counteract the work ethic that 
is at the basis of such policies. Eamings-re- 
lated income protection above the mini- 
mum level especially might constitute a 
disincentive that prevents people from 
being reintegrated into the workforce. At 
the same time, however, social security 
policies cannot limit themselves to the 
mere provision of income protection 
schemes. The latter have to be com- 
plemented - though not replaced, as the 
OECD tends to suggest - by reintegrative 
actions like retraining, work mediation 
and rehabilitation schemes.32 

Achieuements and challenges 

Thus, although the fight against poverty 
and social exclusion - or, to put it the 
other way round, the fight for income se- 
curity and social participation - requires 
much more than the mere provision of 
minimum income protection, the latter 
role on the part of the traditional social se- 
curity schemes retains its full relevance in 
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Figure 1. Households with incomes below the poverty level, bqore and after social 
security, second half1980s 
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this context. Fully comparative evidence 
for all the Member States of the EU will 
only become available during the coming 
years when the information that is col- 
lected by the national statistical offices at 
the initiative and under the coordination 
of EUROSTAT, the statistical office of the 
EU, in the framework of the European 
Community Household Panel, will be ex- 
ploited. 

For the time being, we can, however, 
rely on evidence for some countries and 
regions that refers to the second half of the 
1980s and that was brought together in the 
first monitoring activities for the conver- 
gence Figure 1 indi- 
cates that the poverty incidence that 

would exist without interference from the 
social security system (before) is inten- 
sively reduced by the existing schemes 
(after). Even the least effective European 
system, the Greek one, is doing a much 
better job here than the US system. Once 
again it is important to be aware that this 
effect is not the result merely of the formal 
minimum protection schemes but rather of 
the aggregate effect of the entire social se- 
curity transfer system. That is, about half 
of social security transfers are directed to- 
wards households that do not need them 
to reach the minimum level; at the same 
time, the receipt of social security transfers 
by all sections of the population upholds 
public support for the schemes and, in 
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Figure 2. lndicators of the efectiveness of social protection systems, second half1980s 
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doing so, also guarantees that the mini- 
mum income devices that are built into it 
retain their legitimacy.% 

Indicator 1 in Figure 2 further illustrates 
the information in Figure 1. It indicates 
what proportion of the pre-transfer poor 
could reach or surpass the poverty stand- 
ard through the interference of the social 
security system. Whereas Belgium suc- 
ceeded in doing so for 86.2 per cent of the 
pre-transfer poor households, Greece only 
managed for 47.8 per cent of these house- 
holds and the US welfare system for only 
29.3 per cent. 

This information on the number of 
households may be complemented by in- 
formation on the reduction of the poverty 

CAT = C a W  

gap, i.e. on the total amount that would be 
needed to get all households up to the 
minimum standard. Indicator 2 in Figure 2 
indicates the percentage of the pre-transfer 
poverty gap that is reduced by social se- 
curity protection. Belgium apparently 
manages to reduce the poverty gap by 
95.9 per cent and Greece by 64.3 per cent, 
whereas the United States can only reduce 
it by 51.1 per cent. All this illustrates that, 
taken together, the existing European so- 
cial security systems continue to play an 
important role in the fight against poverty, 
and a much more effective role than the US 
social protection system. 

With the positioning of social security 
in a broader policy chain, it has become in- 



telligible why income protection schemes 
-apart from being possibly inadequate in 
their own right - are as such insufficient 
to address poverty and impoverishment. 
As already mentioned, one of the major 
trampolines that help people to jump out 
of poverty is finding new employment. In 
this respect labour market policies like 
(re)training programmes and apprentice- 
ships are of importance and have gained 
growing policy attention. Given the large 
labour force surplus, their net effect seems 
to be limited, however, as the integration 
of a number of unemployed or partially 
disabled people often means displacement 
of those previously employed, and as tem- 
porary job offers only very marginally pro- 
vide prospects of permanent labour mar- 
ket integrat i~n.~~ 

If it is difficult to have reliable, com- 
parative information on poverty for a 
given moment, it is even more difficult to 
find such information on the evolution of 
poverty. The limited longitudinal informa- 
tion that is available, however, points to 
some trends that testify to both the 
achievements and the failures of existing 
social protection systems. Progress has 
mainly been made with respect to the el- 
derly population.36 Whereas traditionally 
a large part of the poor consisted of elderly 
persons, the gradual maturation of pen- 
sion schemes has resulted in a relative de- 
cline in the numbers of elderly poor 
people. Although for some of them new 
problems arise with respect to dependency 
and the (financial) burden of intensive 
cure and care this yields, in general the 
newer cohorts of retired persons can cer- 
tainly rely on adequate pension schemes. 

A first challenge with which the social 
security systems have not been able to 
cope so far is the confrontation between 
growing family instability on the one hand 

and the two-income-earning household as 
the new social standard on the other. This 
results in growing numbers of poor people 
among lone parent families. A second 
challenge refers to massive and long-term 
unemployment. In spite of deficient labour 
demand, the work ethic and attempts to 
preserve a high incentive to work have 
tended to limit benefit levels. The effect of 
this is double-sided. Not only is the in- 
come position of the unemployed and 
hence their material basis for social inte- 
gration undermined; in addition, pro- 
cesses of mental retreat are further intensi- 
fied.37 

Finally, the spatial dimension becomes 
a growing challenge as, at the level of 
urban and rural policies, processes of 
multidimensional decline, social demoti- 
vation and even social unrest call for atten- 
tion. Hence the notion of spatial exclusion 
has been launched, referring not so much 
to spaces where there are poor persons but 
to "poor spaces" in themselves. As the EC 
Poverty 3 programme has shown, such a 
space may be a poor region, a poor "is- 
land" surrounded by a developed region, 
an urban ghetto or a shanty town. In such 
cases, the approach to the problems cannot 
be focused only on persons and groups, 
but has also to take account of the whole 
community. The notion of target groups, 
though not necessarily inappropriate, 
becomes incomplete, since ultimately the 
target group is the community of the space 
as a whole.% 

The performance of existing social se- 
curity schemes in the fight against poverty 
and exclusion can therefore hardly be 
underestimated. This is not to say, how- 
ever, that no challenges present them- 
selves. Internally there is the challenge to 
adapt the system on the one hand to new 
family realities, to the demand for individ- 
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ual benefit rights, and to flexible work pat- 
terns and labour careers. On the other 
hand, there is the challenge of coping with 
the income protection effects of any trends 
towards privatization. Given the crucial 
role that is played by above-minimum, 
earnings-related protection, major move- 
ments in the direction of privatization 
might necessitate compensatory regda- 
tory action in order to prevent dualization 
of social protection. Yet the external chal- 
lenges might even be more important. The 
massive numbers of (long-term) unem- 
ployed cause the social security systems to 
be overloaded so that they can no longer 
mend the broken policy chain in an adequ- 
ate way. Reintegrative actions and preven- 
tive policies are a remedy at first sight. On 
closer inspection, however, their scope re- 
mains heavily constrained by the lack of 
labour demand, which is where the ulti- 
mate challenge thus seems to lie. The ques- 
tion then arises whether these challenges 
can be addressed at the traditional na- 
tional level or whether a European per- 
spective should be taken into account. 

The European perspective 

If we come back to the necessity to con- 
ceive social security policies in a broad set- 
ting, in which public and occupational as 
well as fiscal schemes are taken into ac- 
count, and in which priority is given to 
preventive employment policies and rein- 
tegrative actions, it is clear that, so far, pol- 
icy competence is almost exclusively na- 
tional. So the question arises whether this 
is right. A theoretical analysis, but also em- 
pirical research evidence and even day-to- 
day observation, shows that labour de- 
mand policies and restorative reintegra- 
tion policies are the ultimate guarantee for 
social security.39 We see the European 

Union gradually growing into an econ- 
omic, monetary and even fiscal and politi- 
cal community. At the same time, the core 
policy level, not only in economic affairs 
but also with respect to employment op- 
portunities, gradually shifts to the Euro- 
pean level. This being the case, we should 
also dare to say that the basic options with 
respect to social security should to a grow- 
ing extent be taken at the European level. 
In fact the traditional policymakers at the 
national level are confronted with a major 
problem. 

The problem is that labour demand is 
too limited, resulting in too many social se- 
curity beneficiaries. In its turn this has two 
vicious consequences. On the one hand, 
the high number of beneficiaries requires 
large social security budgets that have to 
be financed out of an increasing contribu- 
tion or tax burden. This, in its turn, in- 
creases labour costs and thus generates a 
further shrinking of labour demand. On 
the other hand, the large number of benefi- 
ciaries has meant that benefit levels had to 
be lowered. They tend towards a mini- 
mum level, eroding earnings-related in- 
come protection. So: what can be done? 

A first policy conclusion is that a double 
policy approach presents itself as being 
necessary in the short term, consisting of 
improving labour participation and safe- 
guarding social participation. Labour par- 
ticipation can be improved in basically 
three ways: by lowering labour costs in 
order to generate a higher labour demand, 
by redistributing the available labour de- 
mand, and by redefining the labour con- 
cept. As far as the last solution is con- 
cerned, we should in fact not forget that 
what we consider as paid labour has been 
defined socially and collectively. So we 
could try to redefine it collectively and 
yield a redistribution of labour and income 
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on this basis. In any case, as redistributing 
labour demand and redefining the labour 
concept need fundamental societal reo- 
rientations, they are longer-term solutions. 
Yet elaborating solutions for them can only 
be conceived in a relevant and feasible 
way at the European level, and we should 
not wait too long to embark on it in a con- 
vincing way. The long term, in fact, will 
soon become the short term. In this respect 
it is at least useful to be aware that, in com- 
parison with the US model, the European 
approach is characterized by high labour 
costs but also high productivity, yielding 
high unemployment (and other forms of 
discarding from the labour market) that is 
taken care of by elaborate systems of social 
protection. The US model, on the contrary, 
focuses on low labour costs but yields low 
labour productivity and low unemploy- 
ment rates with also a low level of social 
protection.N Together with the low wages, 
this generates a high poverty incidence 
and complex situations of social exclusion. 
So the question arises to what extent 
Europe will be willing and socially and 
politically able to make an American im- 
plantation in its own model. 

For the shorter term we could concen- 
trate on lowering labour costs. An obvious 
way of doing this consists in lowering so- 
cial security contribution rates. In an open 
single market, a Member State may con- 
sider doing so in order to improve its com- 
petitive position and yield an improve- 
ment of labour demand. If only one Mem- 
ber State did so, the odds are that it would 
succeed and the smaller amount of con- 
tributions and hence the smaller social se- 
curity budget would be compensated for 
by a smaller number of unemployed and 
hence lower social expenditure. The reality 
is, however, that more Member States will 
opt for this stategy. The result, with con- 

traction of social protection that can no 
longer fully be compensated for by in- 
creased labour demand, is social dumping. 
The long-term outcome may be that all 
Member States will have dismantled their 
social protection system to some extent, 
without improving their competitive posi- 
tion. Thus, improving labour demand 
without devastating consequences for so- 
cial protection requires a European frame- 
work. It is true that if all Member States 
opted for a lowering of labour costs this 
would generate a climate that is more la- 
bour-inducing. In order to prevent simul- 
taneous dysfunctional effects such as a dis- 
mantling of the Welfare State, that climate 
should, however, be based on European 
agreements. 

An alternative way of lowering labour 
costs could consist in shifting social se- 
curity financing from either direct 
(through individual or employers’ con- 
tributions) or indirect (through income 
tax) taxation on labour to alternative fin- 
ancing sources. Examples of the latter 
would be taxes on added value or energy 
consumption, or eco taxes. Yet, again, 
these alternatives can only be elaborated in 
at least a European context as it would 
make no sense to aim at a competitive ad- 
vantage by curtailing direct or indirect la- 
bour taxes while at the same time intro- 
ducing a competitive disadvantage by in- 
creasing value-added, energy or eco taxes. 

To the extent that an improvement of 
labour demand is unsuccessful, a direct 
safeguarding of social integration deserves 
attention. This, as we have seen, supposes 
income protection. Yet, in addition, we 
should take care that people continue to be 
motivated in their attempts to remain so- 
cially integrated. The work ethic being 
probably the most fundamental value of 
our society, we should see to it that people 
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are not asked to give proof of a clear will- 
ingness to work in a labour market context 
that offers no prospect whatsoever of find- 
ing a job. Such an approach tends rather to 
undermine than to activate the work ethic. 
A more motivating route could be to ask 
for proof at the local level of a willingness 
to seek social integration, for example by 
asking for commitment to retraining 
schemes or voluntary work. In the end a 
combination of both these action lines, in- 
come protection rights and social partici- 
pation duties, represents the only convinc- 
ing antidote to a dualization of society. 

In this way it becomes clear that the 
problems that confront the European Wel- 
fare States can only be addressed in a Eu- 
ropean context. Both policy initiatives to 
improve labour demand without social 
dismantling and shifts towards new 
sources of social security financing are in 
need of a policy framework at the Euro- 
pean level. This is not to say that we need a 
single European social protection system. 
On the contrary, there is a continuing need 
to organize and implement social policy 
schemes in ways that fit national and local 
circumstances. But the basic objectives, ap- 
proaches and directions should be settled 
in a framework that is discussed, agreed 
on and monitored at the European Union 
(EU) level. 

In this context the starting point could, 
paradoxically, be the principle of subsi- 
diarity as it is formulated in Article 3b of 
the Treaty. This article says that, “In areas 
which do not fall within its exclusive com- 
petences, the Community shall take action, 
in accordance with the principle of subsi- 
diarity, only if and in so far as the objec- 
tives of the proposed action cannot be suf- 
ficiently achieved by the Member States 
and can therefore, by reason of the scale or 
effects of the proposed action, be better 

achieved by the Community”. One could 
suggest finding out whether and how far 
the Member States are able to achieve the 
explicit Community objective “to pro- 
mote . . . a high level of employment and 
of social protection” as can be found in Ar- 
ticle 2 of the Treaty. All parties seem to ac- 
cept u priori that the Member States are ca- 
pable of achieving these objectives on their 
own. On the basis of the scattered evidence 
that is available so far, however, one may 
doubt whether this is the case. On the con- 
trary, many elements point in the opposite 
direction and argue for a binding overall 
policy framework, fixing the general pol- 
icy targets at the European level. On the 
basis of its competences according to Ar- 
ticle 118 of the Treaty, the Commission 
might consider finding out in what re- 
spects the individual Member States al- 
ready act insufficiently or are in danger of 
doing so in the near future. This brings us 
back to the “social” character of social se- 
curity, at least at the European level, and to 
the argument that the ultimate function of 
social security is to protect society itself. So 
the odds are that we will be incapable of 
protecting the European model as long as 
the EU itself does not feel threatened by 
the social imbalances it embraces and 
which the single market and European 
Monetary Union tend to sharpen. 

The specific merit of the European so- 
cial market economies or European Wel- 
fare States has been to preserve the tension 
between the individual and society, be- 
tween the citizen and the State and be- 
tween the respective social groups, and to 
prevent this tension from turning either 
into a flagrant and crude individualism 
(the American extreme) or into a flagrant 
and crude collectivism (the Soviet ex- 
treme). It would be astonishing if Europe 
were to turn into either of these extremes 

Infemalimal Socia/ securily Review Vol. 50, 1/97 



at the very moment it finally shows 
enough economic cohesion to confront 
American economic domination and when 
the totalitarian Soviet system has im- 
ploded. Now, on the contrary, the Euro- 
pean countries should take advantage of 
the Union to consolidate at Union level the 
taut balance they managed to safeguard 
before at the national level. The fear is, 
however, that the diminishing economic, 
budgetary, fiscal and hence also social au- 
tonomy of each of the Member States in the 
Common Market is not compensated for 
by some new and shared sovereignty of 
these Member States at the European 
level.4l 

Yet, in democracies, a taut balance sup- 
poses that the parties involved can match 
one another. But it is becoming increas- 
ingly unclear who the parties involved are, 
and to what extent their organizations and 
spokespersons can voice their viewpoints 
at the European level. There is, of course, 
the so-called democratic deficit, which 
means that societal voices remain heavily 
intersected by the Council and by the na- 
tional interests that are represented there. 
But also in the field of social policy as such, 
some additional problems present them- 
selves. Especially in the continental and 
Scandinavian countries in which the core 
social policies used to stem from the social 
partners and in which these policies used 
to be based on a social contract between 
these partners and not between the nation- 
State and its citizens, policymaking is be- 
coming blurred. To the extent that full em- 
ployment has implicitly been given up, 
and that the large numbers of unem- 
ployed, of insufficiently skilled, of (early) 
retired people are no longer represented 
by the trade unions, they are looking for 
new spokespersons and organizing them- 
selves in movements based on social ca- 

tegory. Such a setting will complicate pol- 
icymaking and make it even more difficult 
to elaborate the taut balance that is necess- 
ary for national and European societies to 
survive in both an efficient and an equit- 
able way. In this process the poor are also 
organizing themselves in NGOs, but they 
may find it increasingly difficult to in- 
fluence the basic societal decisions on the 
labour-income nexus and on the distribu- 
tion of resources (both wages and social 
transfers) that will follow. 

Traditionally it is argued that the proof 
of the human calibre of a society lies with 
the genuine attention that is given to the 
poor. This calibre will in the future be 
shown in the cure and care that is devoted 
to the socially excluded. Offering the proof 
may become very difficult. The excluded 
are in fact situated in the last link of the 
policy chain. When this chain is already 
heavily damaged in its labour link and 
when, moreover, the social security bypass 
remains under attack, thus endangering 
the income link, the odds are that the last 
social participation link will become hard 
to safeguard. Yet history shows that so- 
cieties take this last link seriously not so 
much out of compassion but out of the 
need to guarantee the required level of 
social cohesion on which they may thrive. 
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