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The welfare state is based on the solidarity between the people of a nation state.

This solidarity, meant to insure the social inclusion of all members of the population, is only possible by grace of the exclusion of others, viz. those who are not legal members of the nation. Hence, as Abram de Swaan put it in 1989 in his Den Uyl lecture, the welfare state is at the same time inclusive internally and exclusive externally. This causes no problems as long as countries are relatively closed and there is little international migration. But as countries become more open and immigration rises, deciding who is to be included and who is to be excluded from the welfare state becomes a pressing question.

Two kinds of solidarity

To answer this question about inclusion and exclusion one has first to be more clear about the kind of solidarity that is expressed by the welfare state. Two kinds of solidarity should be distinguished in this respect.

Two-sided or horizontal solidarity is based on the self-interest of each person. In a capitalist society everyone runs the risk of losing his earnings because of sickness, unemployment, disability or old age. So everyone who is risk averse has an interest in sharing this risk with others by means of an insurance. If the risk one runs and ones entitlements are equivalent to the contribution one has to pay to the insurance scheme (the social premium), everybody has an interest in insuring himself. In this case the insurance can in principle be voluntary. Nevertheless there can be good reasons to make the insurance obligatory, as is the case with the unemployment (WW) and disability insurance (WAO) in the Netherlands, to which I will return.

One-sided or vertical solidarity is based on altruism or benevolence. As opposed to the ex ante equivalence between risk and contribution of two-sided solidarity, with one-sided solidarity there is no ex ante equivalence, since certain groups have a much higher risk to become dependent on this kind of solidarity than other groups although they do not contribute more to the scheme ​– often they even contribute less or nothing at all. Social assistance (bijstand) is the most well-known/renowned scheme of one-sided solidarity in the Dutch welfare system. Another example is the social benefit for young invalids, the Wajong. In general, a social security scheme based on one-sided solidarity cannot be voluntary, because on the one hand, those who are likely to be net-beneficiaries will be attracted to the scheme, while those who expect to be net-contributors will leave the scheme. This is the well-known problem of adverse selection caused by an insurance scheme that lacks equivalence between ex ante risk and contribution. To keep the scheme sustainable in the long run, the criteria for inclusion and exclusion, i.e. for entering and leaving the scheme, must be very strict. Particular groups only are admitted to the scheme and particular groups are obliged to contribute to the scheme and are allowed to leave the scheme only on certain conditions. Except for small local communities, these strict rules for inclusion can only be realised in a legal mandatory system.

Solidarity and immigration: theory

What are the implications of rising immigration for the functioning of the welfare state? I restrict myself to the consequences for the social security system and will not speak about the impact on, e.g., the labour market, income distribution, the health and education system, etc., although I admit that these consequences might also be very serious and should be taken into account for a full assessment of the consequences and desirability of immigration.

For the schemes of the welfare state based on two-sided solidarity the consequences of immigration are quite straightforward. As long as there is equivalence between risk/entitlement and contribution, immigration poses no real problem for a social insurance scheme. Provided that immigrants contribute on average as much to the scheme as they are entitled to benefits, the sustainability of the scheme is not endangered. 

Now, one should acknowledge that the unemployment and disability insurance schemes are not exclusively based on two-sided solidarity. Although there is equivalence between entitlement and contribution, the contribution is not (or only partly) related tot the risk one runs. E.g. older workers have a higher risk of becoming disabled than younger workers, but they pay the same contribution (in relation to their wage). This is an important reason why these insurance schemes are mandatory/obligatory, to prevent adverse selection.

Now, if it turns out that the ex ante risks of immigrants are higher than the risks of the native population, then immigration would result in higher contributions and hence might pose a threat to the sustainability of the system. A priori there seem to be both reasons to expect that immigrants run a higher risk and that they run a lower risk to become dependent on a benefit than the indigenous population. On the one hand, they might run a lower risk, because it is likely that employers who attract immigrants prefer healthy and productive workers. On the other hand, they might also attract immigrants to do the jobs which native people are not prepared to do, e.g. because they are too unhealthy or risky.

Whenever these opposed effects are not very different in size, one might expect that the impact of immigrants on the social insurance system will not be large. But ultimately this remains an empirical question, to which I will return shortly.

For the welfare arrangements that are based on one-sided solidarity immigration poses much more serious threats. In general one might expect that people are only prepared to contribute to one-sided solidarity on two conditions: first, that the beneficiary is considered a member of their community and, second, that his or her dependency is the result of bad luck instead of his/her own choice. With respect to immigrants it is unlikely that both conditions are met. It is far from evident that they are accepted as members of the indigenous community, as the debates of the last few years have made very clear. Secondly, they are susceptible to the suspicion that they have wilfully come to our country to take advantage of the welfare state. Hence, the social support for this one-sided solidarity might easily be eroded if a large group of immigrants turn out to be entitled to, e.g., social assistance. Hence, it seems that welfare arrangements based on one-sided solidarity can only be sustained in the long run if the criteria for inclusion in the system are applied very strictly.

Immigration and the welfare state: empirics

To summarise the conclusions of my theoretical examination of the impact of immigration on the welfare state: it is likely that social insurance, based on two-sided solidarity, will not be influenced strongly by immigrants, provided that the risks of immigrants do not differ much from native workers. Social assistance and other welfare schemes based on one-sided solidarity will probably attract immigrants with a high risk of becoming dependent on the welfare system. Hence their sustainability may be in danger.

The empirics of my lecture is quite simple. Figures about the ethnical or geographical origin/descent of social security beneficiaries have only become available quite recently in the Netherlands. Hence I will restrict myself to comparing the share of immigrants to the share of the indigenous population in different social security schemes. The simplest way to do this is by calculating the proportion of social benefit recipients among the working-age population of different origins, distinguishing between social insurance benefits and a social assistance benefits, respectively.

Figure 1 shows that the difference in dependency on social insurance benefits (unemployment insurance WW and disability insurance WAO) between ethnic groups is quite small. On average about 10% of both the indigenous population aged 15 to 64 years and the immigrant population gets an disability or unemployment benefit. This percentage is higher for Turks and, to a lesser extent, for Moroccans, but lower for people from the Caribbean. The higher dependency rate of Turks and Moroccans may be due to the kind of work they did when they came here as 'guest worker' in the 1960s and 1970s. A lot of these jobs, mainly unskilled manual jobs in manufacturing, were destroyed during the deep recession of the 1980s.

Now the population of foreign origin is relatively young compared to the native population. Since a the proportion of older people that depend on social insurance is larger than the proportion of younger people, it might be that the picture is less favourable if we focus on particular age groups. Figure 2 shows the dependency rate for three age groups, 15-29 years, 30-44 years and 45-64 years, respectively. It turns out that the social insurance dependency rate of non-western ethnic groups is indeed somewhat higher than the dependency rate of natives, although the difference is, on average, not large. More pronounced now is the high dependency rate of older Turks and Moroccans, which may be due to their employment history, which I already mentioned. 

Nevertheless, in general it turns out that, as hypothesised, immigrants do not pose a real burden for the social insurance scheme. Non-western immigrants make up 10% of the population of working age, but only 9% of the recipients of a social insurance benefit. Hence, the sustainability of this part of the welfare state will probably not be in danger if immigration continues.

The picture for social assistance is completely different (figure 3). Ethnic minorities are strongly over-represented among the social assistance beneficiaries. While only 2% of the indigenous population of working age depends on social assistance, this is 4% for western immigrants and 14% for non-western immigrants. Although less than one fifth (19%) of the total population of working age is of foreign origin, immigrants make up almost half (47%) of the social assistance beneficiaries. 

This problem is not restricted to the older immigrants, as can be seen from figure 4. Both younger and older non-western ethnic minorities are about seven times as likely to receive social assistance than indigenous people in their age group.

I think this poses a real threat for the sustainability of social assistance, since it is doubtful whether the indigenous majority of the population will be prepared to finance this system in the long run if this means that they have to pay primarily for immigrants.

Conclusion

The social insurance schemes do not attract immigrants who are particularly prone to social security dependency. This is understandable, since only people who have come here to work are in general eligible for a social insurance benefit. Hence, increasing labour migration does not seem to pose a real threat for the sustainability of social insurance schemes based on two-sided solidarity.

Social assistance, on the contrary, attracts mainly immigrants who come here for non-economic reasons, such as refugees and spouses. Hence, if the immigration of these groups continues and if they are not sufficiently integrated into the labour market, this will increasingly put pressure on the social assistance scheme. This may be particularly harmful for the resident population ​- natives just as well as foreigners - who depend on social assistance.

Policy implications
With respect to immigration: as far as the sustainability of the welfare state is concerned, it is advisable to shift the emphasis in immigration from people who come here officially for non-economic reasons (asylum-seekers and family member) to labour immigrants, in order to reduce the number of immigrants that apply for a social assistance benefit.

With respect to the welfare system: it may be advisable to make a sharper distinction between admitting people to legally enter the country and to enter the welfare system. Hence, one might introduce a waiting time of, e.g., 5 or 7 years before people who are working legally in the Netherlands are fully entitled to social benefits. In fact, this is simply an extension of the present waiting time for the WW and WAO, but this should also apply to the social assistance scheme and perhaps also to other public services, like education.

