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This study is an economic analysis of the Netherlands Social
Employment Program -~ a program which, in 1976, provides work for
over 64,000 .Dutch eitizens. As such, it brings standard
cconomic concepts and methods to bear in evaluating the program.
Empirical estimates of the cconomic performance -— the benefits and
costs —- of this program are presented and the incentives in and
other structural aspects of the pfogram which encourage or constrain
efficient economic performance are appraised. Recocamendations for
improving the .cconomic performance of the program.are.offered.

The concept of social benefits and social costs are basic to
_this study. As used by.economists, they are comprehensive concepts.
They include all of the beneficial and all of the harmful effects of
a program on the welfare of citizené. Some of these effects can be
measured and valued relatively easily. For examnle, the inputs of

the administrative and supervisory workers in the program are easiliy
recognized as costs to be attributed to the program and can be

neasured and valued rather accurately. Other effects are virtually
impossible to measure or value, given the present state of social,
" psychological, or medical knowledge. The value of the socio-psychological
well-being benefits which the Social Employment program may convey

to participants are of this sort. No one —- medical experts; .
psychological experts, social work experts, or econonists —— has firm.
and reliable evidence on whether such effects exist and,'if they exist,
how large or small, or how negative or positive, they are. Many strongly-
held beliefs about the magnitude of such'effect; exist, however. And,
some informed and objective judgments can be found.

Clearly, any evaluétive,study must deal in some way with these
unmeasured effects of thg program. The procedure in this report is to
explicitly recognize the categories of these umnmeasurable effects, and
then to measure as accurately as possible the effects which can be
measured. Because these unmeasurable effects are generally asserted to
be beneficial effects of the program, we are left with estimates of
the net social costs which are incurred to produce thesc benefits.

This is vhat we present to decision-makers in the program and to others

responsible for making policy in this area. They must judge whether or



or not the unmeasurcd bencfits of the program are wurth the soclal
costs required to produce thesc benefits. This judgement cannot be
avoided.

Because of the skills of the researchers inmvolved in this study,
we are unable to offer a reliable judgement on the nature and cxtent
of the socic-psychological effects of the program. The Ninilstry of
Social Affairs might, as a complement to this study, wish to seek
the objective judgements of selected medical and psychological experts
on the likely nature and magnitude of these effects. With such
objective and cowmplementary information, a more reliable ‘udgement
can be made as to whether or.mot the social costs of providing these
effects —- now on the order of f 7500 to f 10,000 per workér.—- ure
reasonable,

The report begins by presenting some background iaforwztion on
social employment in the Netherlands (Chapter I) and describing the
current Social Employmént Law (Chapter II). After some recent employ-
ment, cost, and revenue trends in the program are presented (Chapter
III), the report analyses statistically the cconomic performance of
the industrial centers in 1970, ]972; and 1973 (Chapters iV, Vv, Vi),
Then, the procedures for performing a benefit-cost analysis of the
program are described (Chapter VII), and the results of such an
analyéis are presented (Chapter VIII). The last two chapters (IX and
X) describe some of the institutional arrangements in the program
which constrain economic performance, summarize the conclusions of
the study, and present recommendationg. Thz chapters which are most
relevant for framing policy decisions on the program are III, VIII,

and X.

The research for this study extended from August 15, 1976 to
January J, 1977. The Principal Investigator for the project was
Professor Robert Haveman of the Economics Department of the University
of Visconsin - Madison, and a Visiting Professor in the Economics
Department at the University of Leiden during the course of the study.
The project was undertaken at the University of Leiden, which also
brovided materials and overhead support. Financial support for the

study was provided by the Netherlands Ministry of Social Affairs,



tne Institute for Research on Povéfty of the University of Wisconsin
in the United States, and Thé Brookings Institution of Washington,
D.C. The Wetherlands Institute for Advanced Study (NYAS) provided
office Zpace and a congenial work atmosphe:e to Professor Maveman
during tﬁc period of the study. This was most hélpfuliin undertaking

the study and is gratefully acknowledged.

Professor Haveman was ably assisted by Mx. fat Peterse during
the entire duration of the study and by Dr. J. Gorecka-Pounanska curing
the early months of the study. The assistance of Mr, Peterse in
translating documents published in Dutch was' indispensible. He also
wrote first-drafts of Chapters i and II. Ms. Evelien Hooijmané did
all of the computer programming for the study with great competence
and accuracy. Ms. Truus van Beukering was of help in arranging key-
punching of the data. Ms. Maja Banck-Polderman typed the final drafc
of the report and drafts of several of chapters. She did .this most
accurately and cheerfully, and under great time pressure. Ms. Ang&lique

Messing and Ms. Redy Brouwer-Braun-typed some of the early chapter

drafts.

A number of people provided important conceptuzl inputs to and

commenits on the study. Mr. J.T. Kwant, Chief Department of Seneral
Affairs in the Ministry of Social Affairy, was most helpful in
assembling and providing data on the program and in pointing out

some of the factual errors in cérly draftts of some of the chapters.
Professor Victor Halberstadt of the University of Leiden was crucial
in making arrangements with the University and the ¥inisirv of Social
Affairs in support of the study, in providing suggestions during the
study, and in commenting on drafts of the chapters. Mr. L. Lamers,
Director-General of the Ministry of Social Affairs both supported

and encouraged the study. '

Finally, much helpful information on the program was obtained in
interviews with directors of social cmployment centers and municipal
officials. Clearly, responsibility for any misinterpretétipn or
remaining errors rests with the author. .

This report is presented in hope that it will gtimulate additional

research on the Dutech Social Employment FProgram, and further discussions



un how ‘to best improve the economic performance of the program and

rovide assistance to the nation's handicappea.
P 1 PP

Robert H. Haveman
Professor of Economics
University of Wisconsin-Madison
U.S.A,

and
Visiting Professor
Department of Economics
University of Leiden
The Netherlands

farch 1, 1977,




CHAPTER 1]

PACKGROUND OK. TIIE HISTORY, STRUCTURE, AND GROWINW OF TEE DUTCH SOCIAL

This chapter will provide an overview of the Dutch Social
Employment Program. In the first section, some of the historical
antecedents to the existing program are described. The provision
of work for handicapped people will be seen as having z loag history.
The second section describes some of the declarations of wrincipies

‘regarding the provision of work for the handicapped issued in the
1930's, 1940's, and 1950's. These declarations -- by both inter-
national and Dutch groups —- set the stage for the passage of the
Social Emplo&ment Law. In the third section, numerous statistics
on the growth aand the changes in the structure of the Sacial Ehploy—

ment program are presented and described. These statistics comcern

employment of types of handicap and cover the period from 1955 <o

r

.1974. Finally, a discussion of the reasons for the rapid zrowth in
the Social Employment program are presented. Because of the difficulty
of identifyiug the relative strength of the factors identified, this

discussion must be rather speculative in nature.

I. A Short Historial Perspectiveé or Social Employment in Hollancd

The Dutch Social Employment program is a large public undertaking
== in 1976, it employed 64,000 workers dr.l,S percent of the employed
labor force of the Netherlands. In its present form, Social Employment
is not an old program. Indeed, the Wet Sociale Werkvoorziening ])(w.s.w. or
Social Employment Act), which -forms-the basis of the program, took
effect only in 1969. However, the law replaced twc earlier government
regulations which also-provided an adapted employment-scheme for
mentally and physically handicapped manual and white-collar-vorkers.
This pair of antecendent provisions dated from 1950. They were:

1) Wet Sociale Weykvoorziening‘(Stb. 1967; 687).



a) the Gemeentelijke Sociale Werkvoorzieningsvepeling voor Hand-
arbeiders 2 (G.S.W.or Municipal Social Employwent Scheme for
Manual Laborers) and b) the Sociale Werkvoorzieningsregeling Hoofd-
arbeiders 3) ($.W.H.or Social Employment Scheme for White-Collar
Workers). In turn, this latter scheme gracveily evolved {rom a
preliminary job—creation program for handicapyed white—collar
workers enacted in 1936. .

While tiicse picces of legislation are the basis of cantémporary
social employment in Holland, the social provision of employment for
disabled persons for whom opportunities in open industry are meagre
because of their reduced productivity has a much longer history.
Already in the 1800's, some municipalitics offered work—opgortunities

ties

P

to persons with restricted work capacity. Naturally these activ
were carriced out in an altogether different manner than the present
program. Indeed, because the motivation of these early-programs was
largely one of charity, they ouly remotely resemble prescnt-day

social-employment.

The first.sfeps to social employment as ve know it today were
taken soon after World War I, at the initiative of a number of
municipaiities and privaie organizations. The new attitude towards
enployment of the disabled which characterized these early initiatives
was best expressed by Mr. W.F. Detiger, Secretary of the Nederlandse

4)

Vereniging A.V.0. —-— one of the early organizations active in the
social employment field. In a report on social workshops published

. ., 5 :
in 1937 )

“"In the interest of the workers concerncd as well as to aliow for

, Detiger stated:

competition, the operation of the special workshops should resemble

that of open industry as closcly as possible...Their exploitation,
management and supervision should be business-oriented; neicher
workpace or discipline should be neglected; production should be
aimed at the market and live up to its standards of quality and
price; the workshop's economic and technical facilities should
equal those of open industry'".

2) Gemeentelijke Socizle werkvoorziening (G.S.W.-regeling, beschikking
van de Minister van Sociale Zaken en Volksgezondheid 29-11-1963,
nr. 52751/1I1ib.Stert. 248). .

3). Sociale Werlkvoorzieningsregeling loofdarbeiders (beschikking van d
Staatssekrcevaris van Sociale Zaken 2-2-1953, nr, B1381 Steri. 32)

4) Actio Vincit Omnia )

5) Vgl. VWetsontwerp Wet Sociale Werkvoorziening (zitting 1967),
Memorie van Toeliehting, blz. 2.

(&3 ]



In a report published a year later, the State Commission on Handicapped
Workers expressed a similar opinion 6). ln its report, the .Commission
emphasized ;he importance of adapted emplpymen;, but warned apainst
setting unrealistically low prices, on the products produced as a

result of government subsidies. On the other hard, the Comuission
insisted that the selling of products —- perhaﬁs at higher prices

than warranted -- should not be based om an appeal to public charity.

These prewar concerns were reflected in the 1945 "Conclusions and

Proposals" of the Van Rhijn Commission of the Netherlands goverhment

7

-in exile in London "“. That report proposed to bring Job-)"ov1°10aa

for hawdlcauved ent;rely under government finance. In additicm, it
advocated the bstabllshment of special workshops for the disabled who
otherwise have a hard time making their living, an¢ suggested 1egi§1ation
to compel employers to employ a certain number of handicapped workers.

The first legislative response tc this report was the Wet PlaatSJng

8).

1ndcrva11de Albc1u,krachten of 1947 ,» which fixed a quota of 2

percent handicapped workers for every employer of moure than 20 workers.
This law also obliges the employer to ensure that machines end tools
are adapted to the worker's handicap {Article 7), and reguircs that
handicapped workers be paid the same wage as other workers (article

6y . '

6) Verg. Wetsontwerp Wet Sociale Werkvooz1ening {zitting 1967),

~ Memorie van Toe;;chtlng, blz. 2., : : )

7) idem. ’ - :

8)..Wet Plaat31n 1nderva11de A*beldgkrachLen (s Lb. 1947, nr. H.283).

9) Only cases in which the productivity of a handicapped worker remains
so far below normal that a full wage would be an unreasonable burden
on the employer, may another, more appropriate wage be fixed.

Article 6 of Wet Plaatsing Mindervalide Arbeidskrachteén and Article

13 of the Minimum-Wage Law (Wet Minimumloon (Sta. 1968, 657))

entitles the Minister of Social Affairs to grant a variance from

this wage provision to the employer; such a variance is granted

for a maximum period of two years. Yearly about a thousand of such
variances are granted. .The worker who thus recceives but a percentage
of the usuzl wage can then apply for additiounal compensation through
either the Wet op de Arbeidsongeschikthaidsverzekering (Stb. 1966, 84)
(Disability Law) or in somc cases the Algemene Bijstandswet (5th. 1963,
284) (Social Ascistance Law). The size.of this compensation is 5 determined
by ‘the responsible Munieipal Social: Service. In many cases this
coupensation is not .paid out to the worker, but as .a wage-subsidy

to the employer wilo then pays the worker the norwmal wage. '



Although these early initiatives are important antecedents,
$ocial Employment as national policy cannot be considered to have
actually. started beféfc the enactment of the previously mentioned
provisious for disabled manual and white-collar workers im 1950,

With the intrcduction of these regulations, the public creation of
suitable employment for handicapped persons was stripped of its
welfare character and incorporated as an intégral part in national
full employment policy. Through G.S.W. and S.W.H., a consistent
wage—system was introduced, the employees were broughi utdcr the
provisions of the Social Insurance Laws, and the coraitioms of
employment gradually evolved toward normal employce status.

Befnre 1950, public ecfforts to -provide social employwent to
handicapped workers lacked many of the c¢haracteristics presently
considered basic to the current system. There were no guidelines
concerning mode of operation, the type and standard of the work
offered, or the quality of program leadership and supervisory
staff. There were*no explicit provisions on the extent to which the
workshops could rely on government subsidy, although the government
did provide assistance. The workers' remuneration often amounted to
little more than pocket-money and only a small portion of the
handicapped secking work were also able to find a place in a workshop.
Moreover, there were no clear guidelines regarding which applicants
were eligible for employment and which were not,

The G.S.W. and S.W.H.-regulations, first of all, introduced a
consistent wage-system. The wage-~levels were initially linked to
payments in the Sociale Bijstandsregeling 10) (Unemployment Assistance
Program) and ranged from 105 to 140 percent of these payments. In
1652 a division of the workers into two wage-groups (A and B) was
infroduced. Category ‘A workers were defined as people who were only
temporarily unemployed, primarily because of economical circumstances.
Category B workers were those unemployed for a longer period, primarily
because of personal factors ]]). Still later, another, more varied
wage-group differentiation was accepted. These provisions also specified

10) “rov1aluwa prlof to Social: As»L&tancc Law of 1963 (Algemcﬁg'
B:Jbtuﬂéb\ (Stb. 1963, 284) .. R

11)'1hls category A—catepory P lelSlOn is- dlffc:ent than that now

X in effect. .
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the criteria for admission into tHe program. Finazily, the 1930
decrees also meant that haudicapped workcrs'gained emniOVée stafus

and were thus covared by Soc1a1 Insurance -- primarily the Zlektewet 12)
(Sickness Law), Ongevallenwet 13) (Accidents Law), and the
Invaliditeitswet 14) (Disability Law). Perhaps most iwportantly,

the decrees constituted recognition by the gove rament of the

" handicapped person's right to employment ~— and the governzeant's,
‘obligation to make such work avalicble.

By the early 1950‘5, then, the public sector “had accepued
responsibility for providing social cmpleyment to the hanclcapped
through a structured .program ~- G.W.S. and S,W.H. -- and hed enacted
an employment policy in open industry aimed at reducing the impédiments
to the acceptance of handicapped workers in'the productive process
of open industr&. The instruments of this latter poliey are the
abovementioncdé Wet Plaatsing Mindervalide Arbeidskrachten, . the
dispensation stated in article 6 of this Law and article 13 of the
Minimsm-Wage Law, the special sections for handicapped workers of
the Regional Employment Services, and subsidies granted to employers
 for adaptation of tools and machines to disabled workers through the

Disability Law.

-1I. The Background and Declarations of.Principles Leading to Employ-

ment Policy for the Handicaﬁped

The.growth of public concern with providing social employment
for the handicapped was a natural outgrowth of chanblab socio-
pOllthal attitudes toward cmployment in general, The DcnreSSLOn of
the 1930's and its massive unemployment led to a reassessment of the
objectives of the state and its responsibility towards its members.
At various times during the years just before and just after World
War II, some of thesé new attitudes were laid dovm more or less.

12) Ziektewet-(3tb. 1913, 204).

13) Ongevallenwet 1921. Zic Wet op de Arbeidsongeschiktheidsver-
zekeweng 1966, (Sth. 84). . ‘

14) InvaliditeitsweE—TEEE. 1913, 205).



clearly. Two important statements were the Atlantic Charter of

1941 13) and the Beveridge Report of 1942 )6).

The first proposed

a new socinl order, and influenced numerous western governments
which were planning and legislating more comprehensive and effective -
soecial policy. The second set forth the basis ¢l ithe -social security
system now in place in Great Britain. These statewments were followed
a few years later by The Universal Declaration of Human Rights,
formulated by the United Nétions' General Assembly on December 10,
1948 17). This statement is particularly important. Article 23 sub i

of the Declaration rcads. "Everyone has a rlght to work, a rlght to

a flbd choice of profession, just and favorable conditions of
employment, as well as protection against joblessness"

At about this same time, other groups were giving particular
attention to the employment status of the haandicapped. The Internzticnal
Labor Conference's 28th session held in Philadelphia in 1944
specifically addressed the problem of suitable employmen; for the
disabled. The ;olloulng was put forward 18)

"o dlsaD]Ld workers, whatever be the cuuse of their disabilicy, .
should disnose of the fullest opportuhities and extensive facilities
in vocational guidance and training, schodling and reschooling

as well as to obtain useful work".

The European Seminar on Shelfered Employment was held in The
Hague in 1959 and again in Saltsjobaden (Sweden) in 1964. These
sessions and the documents which came from them were especially
important for the development of the W.S.W. ia the Netherlands 7,
In particular, the 1964 Conference urged the formation of public
employment programs for the handicapped and urged that the primary

goal of work-rchabilitation bg'to ensure employment for the disabled.

15) Verg. Wetsontwerp Wet Sociale Wcrkvoor41en1n& (zitting 1967),
Memorie van )0L11Cht1ng, blz, 2,

16) idem.

17) idem.

18) idem.

19) idem.
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YEvery handicapped person is entitled to tlhe same right to
employment according to his abilities as every other member of
society. If no suitable employwent under normal conditions can
be found on the labor market, this has to be provided for through
Social Employment'. -

Hence, the government measures taken in the Netherlands after
the war did give the State a central place in providing Social Employ-
ment for the handicapped. This new role as an active participant and
stimulator of employment is a reflection of developments in inter-

national thinking on this matt er.

III, Some Statistics on the Structure and Growth of the Socisl

Employment Program

During the 1960's, the Social Employment program grew in size
and matured into an enterprise with a rather stable struciure and
composition, A description of the program and its financial aad

organizational characteristics is postponed until Chapter II. In this

-section a number of statistics on the program will be prescented to

indicate the size, growth, and the composition of the participants

in the program. These statistics concern:

~ employment growth in the program per period
- distributibn of Social Empléymen; over types of handicaps
- the percentage which Social Employment participants form of
the labor force and population A o
- the distribuiion of Social Employment over various production-
branches. ' |
Since the introduction in 1950 of the S,VW.H. and G.S.W.-regulations

‘making Social Employment a government responsibility, the number of

partiéipants in the program has grown considerzbly. In 1955 about

8,800 workers were employed by the workshops; by 1960 this number had

grown to 26,000; by 1974 to 43,000; and by 1976 to about 64,000
physically or mentally handicappcd people. While the number of partici-

pants in the program has grown continuously, the pattern of growth has

" been irregular. During'the 5-year periods 1950-1954, 1955-1959, 1960-

1964, 1965-1969, and 1970-1974, the growth in the number of employces



bas been 8,800, 17,200, 2,000, 15,980, and 13,000 respectively. In
the two years, 1975 and 1976, the growth in the program hus been about
10,000 people 20)

While it is difficult to account precisely for this growth pattern,
two major determinants should be mentioned. As was noted, very rapid
growth occured between 1965 and 1969. In all likelihood, this rapid
growth was largely accounted for by the introduction of a new category
of workers into the program in 1963. Thesé workers werc those with
severe handicaps, whose productivity was below 20 percent of mormal

<4 o

productivity. These were known as Category B wowrkers . The second
spurt of growth occuréd from 1970 to 1976, when over 20,000 people
were added to the program. This growth can, in all likelihood, be
largely attributed to the slackening of the national economy and
resulting higher unemployment rates. (In section IV of this chapter,

the .reasons for program growth are explored in more detail,)

Table ) shows the structure of the Social Employment program in
terms of the typesiof handicapped people which are employed. The four
largest groups of ﬂandicapped people which are employed are those
with mental-illaess and deficiencies, those with organic discases of
the nervous system, those with illness of the .organs of locomotion,
and those whogse disability is non-medically dizgnosable. The group
with the highest growth rate was the group whose disability was either
non-medically diagnosable or not elsewhere classifiable (NEC). This
group increased by 37 percent from 1969 to 1974, while the size of
the total progrom increased by 32 percent. The second highest growth
rate is in the group with the mental illness, which grew by 33 percent.
Because of the rapid growth of the NEC-group, it changed from the
fourth 1érgest group in the program in 1969, to the third largest.
in 1972, to the second largest in 1973, In 1971, this group represented
10 percent of the population within Social Employmenf; iﬁ 1974 this
percentage increased to 12.6 percent. '

20) Sociale Werkvoorzicning, Rapport van eéen Interdepartemsntale werk-—
groep, blz. 11, Ministerie van Sociale Zaken, 22 muart 1973. §Socia1
Employment — Report of Joint Ministry of Social Aflairxs and Filnance-
Commission of March 22, 1973, Ministry of Social Affairs). .

21) It is worth noting that with the passage of the Social Employment
Law in 1969, the admission of severely handicapped workers —-—
mainly mentally handicapped —- was reduced. This apparent change
in policy hac been criticized by both parliamentary and field debates.




Table !

Employment in W.S.W. Program, by Type of Handicap, 1969 - 1974

Type of Handicap ' : [ 1969 1970 1971 1972 1973 1974
1. infsctive diseases 464 4438 448 430 388 387
2. tumérs and cancers 96 95 89 §9 96 '97
3. allergies, metabolic— and alimentary ailments 642 612 578 584 685 678
4. diseases of blood and blood-related organs 226 | 172 187 135 148 135
5. mental illnesses and -deficiencies 19494 | 20035 21027 22346 23923 25844
6. -organic diseases of the nervous.system 512} 4966 5054 5165 5460 5562
(incl. epilepsy, blind- and deafness)
7._diseasgs of the circulatory system 1957 1965 7050 2077 2127 2237
8. aiseases of respiratory organs 2438 2358 2286 2178 2164 2116
9. diseases of digestive organs _ 833 733 798 740 759 . 769
10. disease of the. urogenital system 184 183 205 201 213 243
11. pregnency S 15 5 5 4 13 13
12. discases of the skin and the 288 241 257 294 288 321
.connective tissue
13. illnesses of the organs of locomotion 5275 |. 5240 5465 5651 5730 6225
14. innate deformations 645 576 530 618 | 678 697
15. accidents (traffic and other) 1255 1241 1293 1433 1585 1704
16. Yot medically diagnosable or not elsevhere 4940 4638 46939 5572 5879 6767

classifiable handicaps

Total ) 43873 43508 46234 47517 50186 53795

Source: Sociale Werkvoorzieaing veor Hand- en Hooidarbeidecs, Resultaten EnquBtes 1969¢-1974,
Ministerie van Sociale Zaken, Directoraat—Ceneraal Sociale Voorzieningen, Directie
C.S5.V. :




Preliminary figures indicate that, by 1975, the percentage of
NEC workers has grown to 14.6 percent in the total program. These
seme figurces show that the perceﬁtage is substantially lower in the
industrial centers (7.3 percent in 1975) than in the open-air
(20.2 percent) and administrative (31.9 percent) activities. These
data indicate growth in this percentage in all thrze components of
the program from 1973 to 1975: from 11.7 to ]4.6 perceat in
the total pro"ram, 5.5 to 7.3 percent in the industrial centers,
18.2 to 20.2 percent in the open-air activities, and from 28.1 to
31.9 percent in  the administrative activities. Finally, these data
reveal substantial variance in the percentage of hLC workers among '
the provinces. For example, in 1975, Zceland showed a percentage of
7.1, while Noord-Brabant showed a percentage of 22.2. Indeed, in
Noord-Brabant, 46.8 percent of the administrative workers had no

classifiable handicap in 1975,

Of the largest group in the program ~- mental-illness and
deficiencies =- the mentally defective constitute the greatest .part.
Their percentagé within this category increased from 60 percent in
1969 to 62.5 percent in 1974, with a peak of nearliy 65 percent in
1972. As a percentage of the total number of workers they also grew

~- from 26.6 percent in 1969 to 30 percent in 1974 (See Table 2).

Table 2
1969 1970 1971 1972 1973 1974
Mentally defective 11666 12151 . 12866 13642 14747 16033
Total Employment- 43873 43508 46234 47517 50186 53795
Meatally Defective as| 26.8 28 27.8  28.7  29.4 30 .
percent of total %

Source: Sociale Werkvoorziening voor Hand- en Hoofdarbeiders, Resultaten
Enguétes 1969-1974, Ministerie van Sociaic Zaken, Directoraat-
Generaal bOula]G Voorzieningen, DJlLCtle C.5.V.

A more accuratL assosvmcnu of Lhe size and growth of the Soc1al
Employwent procram can. bc obtdlnod by comparlnu .the :enrollment in
the program among prov1nccs, and by comparing the growth in the proprim

to populaiion growth and growth of the country's labor force.
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""Table 3

Social Employment Program Emnloyment, by Province, 1965, 1970, and 1974

January 1965 January 1970 . | January 1974

absolute index | absolute index | absolute index
Groningen 1736 100 2852 144 3312 190
Friesland ' 1693 100 2164 . 128 2610 159
Drente - 1448 100 1966 136 2176 150
Overijssel 2329 100 3571 153 4730 203
Gelderland 2955 100 5640 191 7154 242
Utrecht 965 100 | 1478 144 2043 211
Noord-Holland 3462 100 5405 153 6656 192
Zuid-Holland - 6149 100 7569 123 9574 152
Zeeland 930 100 1260 135 1468 158
Noord-Brabant 4046 100 6010 149 | 7448 184
Limburg - 2236 100 5593 250 6794 = 304
Total 27947 100 | 43508 155 53765 192

Source: Sociale Werkvoorziening voor Hand= en Hoofdarbeiders, Resultaten
Enquétes 1969-1974, Ministerie van Sociale Zaken, Directoraat-
Generaal Sociale Voorzieningen, Directie C,S.V. Also: Report of
Joint Ministry of Social Affairs and Finance Commission of March
22, 1973, Ministry of Social Affairs.

Table 3.shows the number oqu,S.W. participants in the”progréh
by province in the years 1965, 1970,'and'l974. We see that total
enrollment in Social Employment all but doubled in those-nine years.
In four provinces growth in number of workers exceeded the national
average. In Gelderland, Overijssel, Utrecht, and Limburg, -the ;ize
of the Social Employment labor force more than doubled. In Gelderlaﬁd,
the number of workers increased:by nearly two and a half times, while
a three-fold increase was registered for Limburg. .

The exceptionally high growth rate in Limburg is, in part,
attributed to the closing down of many of this prpvinée's coal mines
during the last decade, resulting in high unemployment rates and

failing enterprises. Some of these enterprises were absorbed into the °

Social Employment program.



Tables 4 and 5 show employment in the progfam'in relation to
the population and the labor forece, by province., This data conveys
a sense of the relative importance of the Social Employment program
to the Dutch population and labor force as a whole. By 1976, &about
-5 percent of the nation's population were employed in the program

and about 1.5 percent of the national labor force.

In Table 3 the growth in absolute qgmber of Social Employment
participants was sﬂown..In Table 5 the relative importance of the
Social Employment labor force is shown for the years 1965, 1970,
and 1974. As a percent of the labor force, Social Employwent has
increased conciderably. In 1965, .75 percent of the Dutch labor
force was engaged in Social Employment. In that year, Sociai
Employment was of the greatest relative importance in Drente, where
Social Employuent workers conmstituted 1.65 percent of that province's
labor force. In 1965, there were only three provinces (Groningen,
Friesland, and Drente) where more than 1 percent of the labor force
participated in Social Employment, and none more than 2 perce=t,

By 1970, 1.1, percent of the national labor force was in Social
Employmeni. In that year, there was one province (Drente) where
Social Employment workers exceeded two percent of the labor Zforce,
six where this percentage lay between one and two, and three below
one percent.,

In 1974, there were four provinces where Social Employment

. workers constituted more than 2 percent of the labor force. These
were, Groningen, Friesland, Drente, and Limburg. There were four
provinces where this percentage lay between | and 2, and only three
where‘Social Employment participants included less than 1 percent
of the labor force. These are the middle band of provinces and
Noord- and Zuid-Holland.

Notable are the large differences awmong provinces in Social

“Employment participants as a percent of population and labor force.
In Table 5, the range for 1974 is from .7% percent (Utrecht) to.

2.47 percent (Limburg).

The number of workshops grew from 50 in 1950 —- the majoricy
of which were workshops for the blind and mentally deficient ~- to abouu

160 in- 1976. The average number of workers per workshop also increased




Table 4

Program Employment .in Relation to Population, by Provinece |

" 1965, 1970, and 1974

January 1965 January 1970 January 1974
workers in ) workers in workers in
population S.E. as a population S.E. as a population S.E. as a

x 1000 percent of x 1000 percent of x 1000 percent. of

- population population population
Groningen 497.4 0.35 517.3 0.58 532.6 - 0.62
Friesland 495.7 0.34 521.7- 0.43 547.2 0.48
Drente 336.2 0.43 366.6  0.54 393.7  0.55
Overijssel ' 860.8 0.27 920.9 0.39 966.8 C.49
Gelderland 1389.9 - 0,21 1520.6 0.38 1601.0 0.45
" Utrecht 733.6 0.13 801.3 0.18 849.3 0.24
Roord-Holland 2163.2 0.16 2246.4  0.24 2282.7 0.29
Zuid-Holland 2847.1 0.22 2968.7 10.26 3018.5 0.3
Zeeland 290. 1 ) ©0.32 305.8 0.3¢ 322.9‘ C.45
Koord-Brabant 1638.7  0.25 1787.8 0.34 1910.3 0.39
Limburg 953.8 0.23 998.6 0.58 1038.3 0.65
Total 12207.1 0.23 12953.7 i 0.34 13421.0 A0;40

Source: Social Employment Repovt of the Jnint Ministry of Social Affairs and Finaace

Comuission, Ministry of Social Afiuairs, March 1973, p. 12.

_El_.



Tahle 5

Program Employwent in Relation

to Labor Force,by Province,

1965, 1970,

and 1974

January 1965

) workers in

labor force S.E. as a
x 1000 percent of
labor force

January. 1970

workers in -

labor force S.E. as. a
x 1000 percent of’

labor force

Janvary 1974

workers in

labor force S.E. as a
x 1000 percent of
labor force

Groningen 142.0 1.22 150.0 - 2.00 146.3 2.26
Friesland 127.0 1.33 130.0 1.71 129.5 2.04
Drente 88.0 1.65 95.0 2.07 925 2.35
overijssel 256.0 . 0.91 265.0 1.35 256.9 . . 1.84
Gelderland 402.9. . 0.74 420.0 1.36 433.0 1.65
Utrecht 233.0 . 0.41, 240.0 0.59 262.3 - 0.78
Noord-Holland - 706.0 0.49 740.0 0.73 736.4 0.90
Zvid-Holland 924,0 . 0.67 965.0 0.7¢ 952.2 0.98
Zeeland 77.0 C .21 £0.0 1.50 80.2 1.83
Noord-Brabant 510.0 0.79 540.0 . 548.7 1.38
Limburg 282.0 0.7¢ 295.0 1.96 274.8 2.47
Total 3747.0 0.75 3920.0 . 1.12

3917.8 1.37

Source: Data far 1965 and 1970 from Social Employrmant Report of the Jeint Ministry of Socinl Af

and Finznce Commission, M'uistry of Social Affalrs, Mavch 1973; dota for 1974 from

Eﬁg: Central Bureau of Statistics, Decemter, 1975.

...i][...



substantially from 35 in 1955 to 108 in 1965 to 166 in 1970, and
to 223 in 1976. The increase in average number of workers per
workshop.is partly a result of mergers of smaller workshops into
larger organizations. This tendency was encouraged by the higher
standards set by the Social Employment Law in 1969, concérning

medical, psychological and social coaching staff.

So far, we have seen growth in the number of employees in Social
Employment, in the number of workshops,.the size of the workshops, and
in the percentage of the labor force tonstituted by W.5.W. partéf
icipants. . '

The increasing relativé'importanéé of Social Employment is of
consequence for labor market conditions in various production brancres.
The workers in Social Employment (constituting nearly 1.4 pcrcent of
the labor force in 1974) are not concentrated in oue category of
employment. There are industrial workshops, open-air (land develop-
ment) projects, and administrative centers. However, the major part
of employees are working in industrial centers as the following

numbers indicate:

Industrial Open—air/land Administrative
’ development
. projects .
1965 © 20,328 6,493 1,798
1970 29,059 h 9,93! 4,518
1974 32,375 13,676 7,898

(Data represent employment on December 31 of each year)

The fastest growing sector is the administrative, and the slowest
growing is the industrial sector of the program. In 1974, 7,895 W.S.W.
vorkers were employed in the administrative sector, an increase of
nearly four times from the number in 1965. The open—air projects more
than_doubled in size from 1965 to 1974, 'while the industrial sector
grev by 60 percent. ‘.' e l

Within the induscrial ceﬂhcr component of the program,workshops

and workers are distributed over a variety of production branches.

_Table 6 shows the Social Employment workers in various production

branches as z percent of workers in these branches in open industry,
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Table &

Sociol Employment Workers and Workers in Open Industry in Various

Production Branches as a Percentage of Tatal Workers

Percent of W.5.W.. ‘Percent of open
workers by : industry workers
industrial-secctor by industiial
. sector i
H - }
1965 1970 1974 ;. 19565 1970. 197% |
Metal ' 35 32 32,9 | 37 - 42 42.5
Plastic, rubber, ieather 7 6 6.3 11 12 12,58
Paper, cardbecard 10 9 7.4 7. 8. ‘9
(+ printing) :
Wood, furniture 12 12 9.4 4 4 5
Pottery, glass, concrete, 2 ] 0.8 5 4
tiles .
Textile 8 8 7.5 17 14 9
Other ' 2 32 36.7 20 s 18
H 100 100 100 100 100 100

:
Source: W.S.W., dara for 1965 and 1970 from Sociel Zwsl.vment Report
of the Joint Ministrv of Social Affairs and ance Commission,
Ministry of Social Affairs, March, 19/3, and for 1974 froa
Sociale Werkvoorziening voor Hand~ en Hocfdarbeiders Resultaczen
Enquetes, 1974, Ministry of Spcial Affairs, Open industry daca
from Maandschrift CBS, Central Bureau of Statistics, December,
1975, )
1) This section includes non-homogeneous types of activities for
Social Employment and open industry and therefore should not be
compared.

From Table 6 it éppears that the pattern of distribution of
vworkers over various production branches within. Social Employmenﬁ
does not diverge ctrongly from the pattern in open industry. In only
two branches docs the Social Employment program show a notably
higher concentration of workers than in open industry., These are
the "other'"-catcgory 2nd the wood and furniture branch. As for the
former category, comphrison between Social Employment and opeﬁ
industry is of 1little weaning, because this category contains very

different types of activities for Social Employment and open
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industry

were engaged in the wood and furniture branch in 1970, compared to
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. However, 12 percent of Sucial Employment participants

4 percent of the workers in open industry. In 1974, however this

difference hiad diminished somewhat, as the values were then 9.4 .

percent for Social Employment and 5 percent for open industry.

"Table 7

Social Employment Workers as a Percent of Workers in Open Industry

in Various Production—Branches

1965 1970 1674
Metal 1.7 2,1 2.1
Plastic, rubber, leather 1.2 1.3 1.4
(+ chemical industry)
Paper, cardboard 2.3 2.9 2.2
(incl. printing) .
Wood, furniture 5.2 7.3 5.4
Pottery, glass, concrete, 0.6 0.6 G.5
tiles
Textile 0.8 0.8 2.3
Other 1 2.3 5.1 5.6

‘Source: See Table 6.

1) Sec Table 6,~foothoté a.

open industry workers by production branch. As will be recalled Social
Employment program participants consﬁituted 1.4 percent of the country's
labor force in 1974. Social Employment workers in the plastic, rubber,
ana lecather industry as a percent of those of open industry come the
nearest to the national average with 1.4 percent. As was already noted
in Table 6, in the wood and furniture sector W.S,W. workers constitute

& considerably higher percentage of workers in open industry: 5.4 percent

22) In open industry this category includes food, tobacco, and liquor
industry, while in the Social Employment category such activities

as packing and sorting are included.

Table 7 shows the workers in Social Employment as a percent of. .-




in 1974, and more than 7 percent in 1970, The percentage is the
lowest in the pottery, glass, concrete, and tiles sector with .5
percent in 1974, The largest increase in this perceatage is shown
in the textile branch. The percentage of Social Zmployment workers
in that industry increased from .8 perceat in 1933 and 1870 o

2.3 percent in 1974. This increase is in pdrt due to the severe
recession in Dutch textile industry that occurred during the last -

decade .

IV. Why flas the Social Employment Program Growh So Rapidiv?

In this section, some of the likely causes for the rapid growth
in the 5ocial Employment Program will be discussed. Of necessity,
this discussion will have to be speculative in naturc, It is impossible
to know for certain which forces have been active in determining
program growth -—+and the extent to which each has comuributed to that
growth. The primafy forces which we identify, however, would seer. to

include the major elements in determining growth,
A. Changing Attitudes Toward Work

Changing attitudes toward work have infiuenced the size of the.

Social Employment program in at least three ways. First, as we noted

earlier, one of the motivations for a governmentally organized social
employment program in the 1940's and 1950's was the desire to provide
employment to handicapped workers as a matter of "right". As this idea

spread in the 1950's and 1960's, handicapped people became increasingly

awvare of this right, and some of them exercised it.

A second influence has come as a side-cffect of rapid growth of
the Social Security system. One of the characteristies. of that system
is that the financial reward for work-effort has been substantially

decreased. Increases in income of only 10 or 20 percent are realized

23) In 1963,. the textile industry provided employment 'to 192,360
people; in 1974, this number had decreased to 102.900.



by moving from a social security program o employment in open industry.
An implication of this is that society has, implicitly at least,
attached less importance to wourk effort. This change in actitude would
tend to retard growth in the Social Employment program.

A third influence from changing attitudes has come from the
evaluation of medical and psychological perceptions of the Qalue of
worik. Increasingly, professionals in thesc fields have emphasized the
value of work for a full and rewarding life, This value is said to
stem from factors such as the opportunity to realize ones{ talents
in work, in the desire to be actively involved in society, in the
opportunity for human contact and inter-human relations offered in
the workplace, in avoiding idleﬁess, in satisfying the need to structure
ores' pattern of life, or in confirming or regaining ones' position
in the family or community. This change in attitudes would temd to
increase the tendency of social agencies who,work_witﬁ ﬁhe handicapped
(special schools, regional physical rehabilitation advisory teams,
social-psychiatric services, imstitutions of social work, and
municipal social services and clinies) to guide fheir clients into
the Social Employment:program. i

_These changing attitudes towards work is: sure to have influenced
the g:owfh of the Social Employment prograw. However, because these
changing attitudes over the past three decades have had both work
inducing and work inhibiting components, it is hard. to say whether
they have had a net upward or downward effect on the nﬁﬁber of progrém

participants.

.B. Pressure from the Social, Security System

A second factor likely to influence the number of W,5.W.-employees
is the obligation ippoéed on the beneficiaries of.some of the Social
Insurznce Laws to accept suitable work, if available. The Wet Werkloos-
heids Voorziening (Unemploymeﬂt Assistance Law) and the Algemene
Bijstandswet (complementary to Unemployment Assistance_Law)lboth
terminate payments when a beneficiary refuses to accept employment
judged to be suitable to him. This ificludes a refusal by the beneficiary
to enter Social Eﬁployment if he or she is considered ﬁo~be~g1igib1e~

for and admitted to the program.
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The Wet op de A;beidsongeschi&theidsverzekering (Disability Lawsz)
substitutes benefits for earnings when a worker is no longer able co
secure employment fitting his traiﬁing and former position, because
of physical or mental disability 23). In some case$,. such workers are
urged to enter the Social Employment program, in part to facilitate
observation &nd to encourage rehabilitation. In most instances, a
beneficiary's refusal to enter Social Employment has no consequences
for the continuity of payments. Nevertheless, pressure on such
individuals to enter Social Employment as a cons@quence of these
regulations does cxist. As indicated later, -the extent of this

pressure appears to have diminished in recent years.

C. The State of the Economy

The precmble ¢f the Social Employment Law (W.S.W.) states that
those persons who are able to do work, but for whom employmépt under
noraal conditions is not, or not readily, ayailaﬁlé'due to personal
circumstances‘(e;k. physical or mental 5andicaps) are eligible fof
employment in the’program. Hence, it is clear that the number of .
people who will be eligible for Social Employment is clesely :cl#tcd
to the wiilingness on the pert of both private industry and the
public sector to employ handicapped workers. A

Employers above & certain size are, through the Wet Pléatsing
Mindervalide Arbeidskrachten {(mentioned above), required to employ
a minimum percentage of handicapped workers. The willingness to offer
employment beyond this minimum -- employment which would naturally
reduce the population of eligible Social Employment participants ~-
will be influenced by business profitsbility (which in turn is .
dependent on economic conditions) and by changes. in technology impiying
a substitution of high for low-skill workers. In a recession, the
willingness of open industry to hire handicapped workers is reduced.
This will enlarge the pool of handicapped workers desiring work and, will

iikely incvease the flow into Social Employment,

23) This is true of both of the Disability Lawsj that for employed
workers and that for the self-employed.
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While the adverse cffect ofmé-iégging ucoﬁouq is likely to be
reduced by the wage-dispenseation regulacion linked to the Vet
Plaatsing Mindervalide Arbeidskraéhten, the iluspact of othexr factdrs
constraining private and normal public sector employment opportunities
for handicapped and other low productivity workers is less easily met
by government—subsidies to employers. Some have argued that extending
the wége—dispensation by making the temporary subsidy into a perpanent
one and by increasing the volume of the compeasation would increase
private and normal public sector employment opportunities for haudicapped
workers. However, it should also be noted that extending o

' willingness

the subsidy—arrangement would tehd to reduce employers
to hire non-subsidized handicapped workers} And, it might also mzke
the ewployment poeition of workers whose productivity declines during
their service more tenuous.

In this regard, it should also.be mentioned that the Dischility
Law (W.A.0.) offers provisions aimed at preservinyg or improving the
productivity of physically handicapped workers (e.g. adapted cars,
wheelchairs, brzille shorthand- machines and typewriters, magnifying
glacses, adaption on installmant of tools end mechines, and other
devices to meet physical shortcomings) to reduce the employer burden
from hiring physically handicapped people.

These factors notwithstanding, the number of W.S.W. participants
or aspiring participants is likely to increase in times of econcmic
recession, as the willingness on the part of private and public

employers to employ them is reduced.

It.is the objective of the Social Employment program to provide

adapted and useful work to handicapped workers. Hence, the size of.

the program is limited by the demand. for the producﬁs and services

which the program cam produce. The size of the workforce in Social
Employment is‘ccnsequently not only determined'by the number of
epplicants, but also by the extent to which the management of the-
program succeeds in marketing its output. This is true for the industrial
centers and other revenue-yielding activitiés, but not for those

activities not designed to produce salable output.
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Anong other things, Article 17 sub B. of the W,.8.W.~-Orgenizational
Decree of 1969 states that the work done in a social emp loyument
workshop should answer an economic or social nced. This docs not . maun
that work done in the workshop must be-only marke;-orieﬁte&. it dows
mean that the emphasis laid on therapeutical znd other Lenefits of
the program should not lead to the performance cf useless work. By
some criterion -~ quite unstated ~— the output of workshops must be
judged to be of use to society. In fact, market sales are a primary
outlet for workshop production, especially in the case of the
industrial centers.

Hence, the state of the nationul economy &l:o affects the size
of the program in this,way. While slightly overstated, it caa be
cliaim=d that an cconomic recession will simultaneously incresse the
supply of participants (and the pressure placed onm municipalities and |
‘center directors to accept workers) and decrease the demand for the
output of centers. Private business, incredsingly constrained in
altering the sige of their work force in response to chanzing busiuess
conditions, has:sought‘other means of acﬁieving flexibility. One of
these has been to rely more heavily on Social Employment industrial
centers to perform certain functions. In periods .of high sales,
contracts with W.8.W. centers can be expanded. These same contracts
can be reduced when sales lag..

This dependence on market demand conditions is increased by the
provisions of Article 17 sub c of thne W.S.W. Orgéniz;tio;al Decree
6f 1969 which states that sales of  the worksHOps may not jeopardize
the employment of private sector or normal‘pubiic sector workers.
This provision limits the aggressiveness with which the centers éan
pursue contracts, especially in a lagging market. )

Related to the dependence of program”sales on the state of the
economy, is the diversity of the activities in which the program is
engaged. It is clear that reliance on one or few markets would reader
the program highly vulnerable to market fluctuarions in these séctors,
and its objective would consequently be jeopardized. The distribution
of workers over various production branches shown earlier, reduces
this sensitivity to market conditions,

A factbr that has countributed to the appavent adequacy of the

available work-volume is the fact that centers can contract with
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public sector agencies or institutions. Hence, if sales to the private
sector are reduced, government or public orders can be increused often
at the discretion of municipalities.

Through the combined mechanisms of the requirement that the work
ddne must be economically .or socially useful and not job-creation for
its own sake, and thc provisions that the program must not jeopardiue
private or normal public sector empléymcnt, market fluctuations will
constrain the size of the workforce of handicappec workers which the
Social Employment program can absorb, Again, it should be noted that
this comstraint applies to those activities designated to produce a

salable output.

One final commeﬁtﬁ Although sales opportunities would seem to
be a constraining factor, the high rate of growth of employment in
the program in combination with lagging sales would imply that the'
aﬁailability of outlets for produétion is not a terribly tight

constraint.
E. Outflow from Social Employment to Open Industry

One of the objectives of the Social Employment Law is to offer
employment ot the handicapped in order to improve their working
capacity and consequently to stimulate their re-entry into the

production—-process, preferably in open industry 24).

The offer of employment by W.S.W. to an uﬁemployed and eligible
person appears to stimulate that person's re-entry into open induétry
in two ways. First, there is the‘quite-unexplainea phenomenon that
workers who have been pnemplo&ed for a'long period of time do indeed
find a job after a_W.S.W.;contract has been offerced to them. According.
to findings of research carried out in 1971, in seven out of twenty
cases in which a W.S.W.—coﬁtréct'has been offered to a W.W.V. (Uncmploy-

ment Law)-beneficiary, the offer has been refused and, shortly after,

24) The preamble of the Social Employment Law expresses this objective:
"... to provide employment, aimed at preserving, restoring, or
improving (the handicapped worker's) workcapacity”,
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the unemployment payment stopped 25). This could be called the
re~activating effect of W.S.W. The mere offer a Social Enployment
contract appears to stimulate certain of the uasmpioyed cncouraging
Lhem to make more serious job search efforts, This effect both reduces
the inflow into W.S.W. below what it otherwise would be and it
reduces the number of persons rélying on unemployment benefit for
income support. Secdnd, work experiemnce withtin Social Employment
appears to have-a positive influence on a person's capacities, his
fitness for work, and adaptability to a work atmo;éphere. This
effect more clearly reflects one of Social Employment's objectives.
It is hoped that the beneficial influence of actual employment, or
being integrated into-productive society at an appropriate level

which is not overdemanding to the worker, will help him to move from

" a chronically unemployed to a productive mémbgr of society hired

and employed in private industry or in normal public sector employment.
Viewed in this way, Social Employment is a transitional prograz from

long-term unemployment to regular employment,

Clearly, the size of this outflow from the program will depend-
on numerous factors some of which have been mentioued earlicr. These
include the willingness of employers to employ ex-W.S.W. participants
(which will itself depend on gencfal business conditions), ‘the
incentive for W.S.W. participants to seek work oﬁtside of the program,
and the effectiveness of the program in preparing participants for

normal employment in private industxy or the public sector. Moreover,

"a number of former W.S.W.-employees will, after re-entering open

industry, fail to remain employed. Such individuals will again rely
on government support or Social Employment, for they remain a '

vulnerable group among the entire. laborforce.

‘Nevertheless, the size of the outflow from Social Employment is

of significance both socially and for judging the extent to which the

25) Research carried out in 1971 at the initiative of the Werkgroep
Sociale Werkvoorziening (Social Employment- Commission of Ministry
of Social Affairs.and Finance). See Social Employment Report of
“the Joint Ministryof Social Affairs and Finance Commission, Ministry
of Social Affairs, March, 1973, p. 29. '
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objectives of the Social Employment policy are realized.

Table 8 presents the size of the outflow from 1967 to 1975. As.
can be seen there, the peak of outflow in both absolute and percéntage
terms was 1969. In that year, over 3400 people made the transition
from Social Employment to employment in open industry - over 8 percent
of the Social Employment workforce. Since that date, both the absolute

number and the percentage of workers moving out of Social Employment

-has fallen dramatically. This is true especially in the 1969-1970

period and in the period since 1973, In 1975, only 1000 persons made
the transition =~ 1.6 percent of the total Social Employment labor=-
force. Both of these recent periods are characterized by increasing

unemployment and a slack economy.
Table 8

Outflow of Social Employmenf-ﬁagfzggmgb Obén Industry Employment

Year ﬁumber of Persons Percent'of W.S.W. Employment
1967 1938 ' ' 5.4 '
1968 3151 o _ 7.7

1969 o 3426 . 8.4

1970 ‘ 2092 4.8

1971 . ' 1900 T 4.1

1972 .. 1899 ' 4.0

1973 - . | 1946 3.9

1974 ‘ 1413 2.6 -

1975 1000 1.6

Source: Socialeﬁployment‘Report.ofﬁthe‘joint‘Ministry‘of‘Social
Affairs and Finance Commis$ion, Ministry of Social Affairs,
March, 1973. i . . ' -
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F, Increase in Total Number of People Eligible for Social Empioyment

An important factor iﬁfluencing the number of people employed in
the Social Employment program is the size of the pool of eligibles.
If an increasing number of prime-age individuals are classified as
handicapped, the program is likely to grow, and with warrant. Progress
in medical science has increased the survival chances of people with
minimal life chances at birth and those whos# health has severely
deteriorated at later age. Many of these, lovever, remain physically
or mentally hindered in.finding employment. In addition, improvément
in medical rehab111tatlon technlques has 51gn1f1cant1y contributed to
a greater p0551b111ty for people recovering from disease or accident.

to re-enter the production process. Similarly, with improved social

“education, social work, and coaching of handicapped, public and private

enterprises are better able to accomodate handicapped persons, even
though many of them will still encounter difficulties in attempting
to work under normal conditions. These improved medical and social
assistance facilities have been made available to larger groups of
society by innavations in social legislation, of which the W.A.O.
(Disability Law) and the A.W.B.Z. (Special Health-costs Law) are the
most 51gn1f1cant. Also as @ result of these "developments, then,rfhe
population of the hard-to-employ who can "only be integrated .

into an adapted production process is a growing ome.

Finally, ;ﬁﬁh development of Social Employment more péople are
"discovered"-who.can be classified as "handicapped". This goes hand
in hand with medical and technological developments and the ability
of workshop manageré to adapt work to the handicaﬁped worker ., in
creating a greater pool of individuals who are able to work and

interested in working in social employment.

" G. Unwarranted Expansion of the Eligible Group

The definition laid down in art. 7 sub | of the W.S.W. Law, which
defines who is eligible for acceptance in W.S.W.,-is rather
vague. This could nurture a tendency toward accepting workers because

of simply the presence of unemployment due to low-skill or age alone.

- An cconomy with increasing unemployment could stimulate this increased

acceptance of the hard-to-employ.
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Mrs. Veder-Smit, a Member of Parliament, expressed her concern
regarding this matter during the parlismentary dehates on the Social

Employment Law in 1967. She stated 2 ;e

"One wonders whether it isn't likely that, during ard economic recession,
a number of persons will be accepted for whom the social workshops are
not meant. I could imagine that unskilled workers - those who are hara-
to-employ due to factors related to their person - will be employed
under this Law. I emphasize that this cannot be the meaning of this
Law..... To great an inflow might damage the interests of the really
handicapped". .

e

Without undertaking a cafeful examination of the characterisﬁics
of those offered a W.S.W. contract, and changes in these characteristics
over time, it is impossible to determine with certainty if such changcs
in de facto eligibility criteria are occurring. However, one indicztion
that such changes might be occurring is the growtk rate of the."Non-
Elséwheré Classifiable" group mentioned carlier. As will be recalled
this group grew from 4940 individuals in 1969 to 6767 in 1974, re-
present%;g a growth of 37 percent -- the highest growth rate of all

groups ..

There are some indications that ancther type of zbuse cf the
program is occuring: This type of abuse would consist of accepting
as a W.S.W. worker a person who may not fulfill the requirements
for acceptance in W.S.W. strictly interpreted, but who is able to
fulfil} a task which the municipality wants to be done. Such.a
person, upon the certifications of a doctor that some emotional,
mental, or physical broblem exists whiéh makes normal employment
difficult, could be accepted in the program as one with.a Non-
Medically Diagnosable (or NEC) handicap. This is particularly true
in the administrative activities of the program.

Through such a procedure; the municipality can accowplish a
function it considers desirable, but that cannot be accomplished
otherwise because of constraints on the normal municipil budget.

26) Handelingen II, buitengeﬁone zitting 1967, blz. E02, .
27) Preliminary data show that this number increased to over 8200 in
1975. This represents a growth of 21 percent in a single year.
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Given the subsidy-arrangements for non-revenue-yielding administrative
and open air activities (to be explained in the following chapter),
the municipality in so doing, can transfer most of the costs of such
a function to the expenses of the national budge: leaving only a
small fraction of these costs for its own budget.

That such abuse may exist is given credence when the growtﬁ
of white-collar or administrative workers in the program is considered.
The percentage of white-collar workers (administrative section) of
the total program has 1ncreased from 10.2 percent in 1969 to 14.4
perceant in 1974. The relevant NEC— (or nonmedlcally diagnosable
handicap) group within the administrative section of ch1a1 "Employment
has grown from 26.6 percent of the total of white-coliar workers in
1969 to 30.4 percent of the total in 1974, thus surpassing the mentally
28)

handicapped as the largest group. . As indicated'earlier, preliminary

data suggest that this percentage increased to 31.9 percent in 1975.
Clearly, these numbers have serious shortcomings. As indicated

above, it is not possible to dgtefmine definitivelyhif such abuse is
occurring without a detailed investigation. The numbers are, However,
suggestive. This is especially true of the Not Elsewhere Ciassified
statistics, Given the elaborate set.of illness and disability
_categories employed in the program, explanations for the large number
and rap1d growth in the NEC category other than abuse are d1ff1cu1t

to imagine.

H. Placing W.S.W. Workers in Regular Municipal Positions

Related to the previous point is the substitution of W.S.W.
workers for regular municipal employees, when regular positioné become
vacant or expanded. This éubstitutipn does not involve any necessary
relaxation of eligibility ecriteria; it simply involves the perteption
by municipal officials that, because of the program subsidy arrange-
ments, filling some positions under their jurisdiction with W.S.W.
workers rather than regﬁiar employees can save substantial municip;l
budgetary costs. In a period of tight municipal budgets, this could
well lead to municipal recruitment of W.S.W. workers. Some of the
recent rapid expan51on in the open~air and administrative components

of the program can likely be traced to this substitution.
28) Sociale Werkvoorziening voor ‘Hand-'cen Hoofdarbeiders,; Resultaten
Enquetes 1969=1974, Ministry of Social Affairs,
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CHAPTER II

THE ENABLING LEGISLATION FOR 'THE SOCIAL EMPLOYMENT PROGRAM

De Wet Sociale Werkvoorziening (Social Employment Law) of November

23, 1967 contains rules concerning the provision of adapted employment

"to the handicapped. It provides the legal framework for the Social

Employment. program, which is designed to provide employment to persons °

who are hard to employ under normal circumstances in open industry or

regular public service due to persomal factbrs, namely, handicaps. This

- law and its accompanying ministerial decrees 1) set standards and

guidelines for the manmer in which eﬁployment is provided, 2) establish

'requirements which operating staff in the program should fulfill,

.3) provide regulations' for the prggram's,organiéation, 4) stipulate

subsidy arrangements to the municipalities responsible for the execution
of the law, and 5) define eligibility for participatiﬁg in the program.

In this chapter, the primary provisions of the Law will be summcrized.
Understanding of these provisions is basic to appraising the structure

and performance of the program. In this discussion, we will first present

. some background to the passage of the law, emphasizing the issue of

 “the right to work" which underlay much of the Parliamentary debate.

Then, the broad objectives of the law will be described by reference to
the Law's Preamble. Finally, we will proceed through the main .
provisions of the law (and the ministerial decrees which accompnay it),
summarizing the structure and organization of the program which the law -

envisions.

I. The Basis of the Law -- The Right to Work

As indicated in Chapter I, the issue of the individual's right to
a job pervaded international discussions of social policy after the
Depression of the early 1930's. The passage of the Social Employment Law

grows out of the growing acceptance of this right to work in the 1940's
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and 1950's. And it establiéheé this right for certain categories of
citizens —- the disabled -- which previously did not have their rights
in this area clearly spelled out. )
For example, Mr. Roolvink, Minister of Social Affairs and Health at the
time of imtroduction of the Wet Sociale Werkvoorzieniﬂg, observed in
a report on National Health in. 1966 (Chapter I, sub. &4):

"I do not consider these (right to work and right to health)
rights as strict personally enforceable rights, but as an
obligation of government to create the conditions for cmployment
for éveryone (and to provide extensive health-provisions)".

And, during the parliamentary debates several Members of
Parliament also emphasized this motivation for the law. ¥rs. van Leeuwen,

2, Member of'Parliament,treats the right to work from a mote philosophical

point of view Tj:

"Work -- as an order of creation —- belongs to the essence of
being human. It is a vital function that every human being, if
at all possible, must be able to fulfill in order to develop
his personality, to fulfill His cultural relé in

society, to serve his fellow man, and to provide for his own
livelihood. From this point of view, a right to wotk -- a claim
on work, if you like -~ emanates automatically".

* These viewé and others as well support the view that the individual's
right to work should be translated into a governmeptal obligation to
provide as fully as possible opportunities for employment for all
members of society, including the disabled.

In opposition to this view of the meaning of "rights", Mr. Nypels,
also a Member of Parliament, advocated the right to work as a.formal
enforceable right. He stated 2): '

"... the law does not entail a personal right to work in Social
Employment., Instead art. 7 of the law obliges the municipal
authorities to promote employment for all eligible persons. We
regret that the. law does not realize a formal right to work in

- Social Employment. ..., but we hope that through expansion of

Social Employment the rlght w111 be materlally -- if not formally --
realized". .

He also proposed an amendment to the law which would grant the right of
appeal to the W.S5.W. employee on certain decisions concerning matters
of labour-conditions, which right would extend to the right of appeal

to potentially eligible workers for whom employment in W.S.W. had been

refused.

1) Handcl1ngcn 11, bultenuewone zitting '967 blz. 60
2) Handelingen II, buitengewone zitting 1967, blz. QOB_
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In his response at the conclusion of the parliamentary dabates, the
Minister restated his position toward the right to work, acknowledging
the moral right to work as expressed in art. 23 of the Universal
Declaration of Human Rights: "Our laws and regulations (must) transfer
this moral -- not legally enforceable right -- into a positive
obligation for the government'. He, however, refused to accept the
opposition's amendment, as this amendment would entail a formal right.

These quotes from the parliamentary debates’ illustrate the extent
to which the principle of a person's right to employment awd the
attempt to substantiate this right were basic to both the motivation

for and the objective of the Social Employment Law.

II. The Preamble to -the Social Employment Law ~= A Statement.of

Objectives

The preamble of the Wet Social Wérkvoorziening reads as follows 3):

"We have considered it desirable to provide regulations concerning
the provision of adzpted employment, aimed at conservation,
restoration or stimulation of the working capacity, on behalf

of persons, who are capable to work, but for whom, mainly due to
factors connected to their person, empLoyment under normal
circumstances is not or not yet available"

Embodied in this statement are three central purposes-of the
iegislation. First, the preamble of the law prescribes the character
of the employment to be provided: it must be adapted to the worker.

It also Stipulates a training‘objective for the program: it should
help the worker to either maintain or restore or improve his capacity
to work and his fitness for work. Finally, the preamble describes the
persons eligible for the Social Employment program: he or she should
be capable of doing work (in other words, he or she should have a
minimum productivity level), but be hard to employ due to some petsonal
handicap. It is noteworthy that a person's eligibility does not imply
an obligation to enter Social Employment. Employment is offered to a '
pergon on the basis of his or her eligibility as described in the law,

but he or she is free to refuse the offer. However, if the person is a

3) Wet Sociale Werkvoorziening (Stb. 1967, 687).
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beneficiary of the Uncmployment or Disability Program, such refusal

might have consequences for the continuation of the support received.
In addition to this statement of purposes, the éarly'portion of

the law assigns responsibility to provide employment to the wmunicipal-

ities. In turn, the municipalities can delegate responsibility for

the running of a "werkverband" (defined below) to a private or public

body. And most of them do so delegate. Nevertheless, the obligation to

provide employment is assigned to the municipality.

III. The Chapters of the Social Employment Law

The Wet Sociale Werkvoorziening of 1969 consists of nine chapters:
I. Definitions; II. Advisory bodies; III. The municipality's task;.
IV. "Werkverbanden en Werkobjecten'"; V. The work.contract; VL. The
worker's legal remedies; VII. Supervisionm and advice; VIII, Subsidy
arrangements for the municipalities; IX. General .regulations. In
addition, the régulations laid down in the law are complemented with
a series of ministerial decrees. In the following brief sectioné, the

key provisions of the substantive chapters will be described.
A, Advisory Bodies

There are two types of advisory committees functioning within-
the framework of the W.S.W. law. The first is the local Social Employ~
ment Commission installed by the City Council to give advice to the
municipality on matters concerning the fulfillment of the assigned
task (art. 4 sub. 1). The second is the Central Commission (a sub-
commission of the Social Economic Council) which gives adviece to thé
Minister of Social Affairs in his ecapacity as supervisor of the Social
Employment (art. 3 sub. 1).

Thesc committees have responsibility for giving advice to the
municipality and the Ministry, respectively, on request or at their .
own initiative. In addition, the law states the matters.on which the
Minister (as supervisor) and the municiﬁality.(as executor) must consult

the respective committees. For the local Social Employment Committee,



the law also prescribes its composition 4); .
Article 4 sub 2 compels the municipality to name a committee with
the following composition: '
a. one representative of the City Council, who acts as chairman;
b. three persons proposed by the Trade Unions; o B
c. the rijksconsulent (an official of the Ministry of Social
Affairs, supervising the activities within the Ministry's
field of responsibility in a specific region) in whose region
the.municipality is located, or his reprecsentative; .
d. .-the director of the government employment agency (G.A.B.) in whose
region the municipality is located, or his representative.
Article 4 sub. 3 allows the municipality to install up to six additional
members. Thesé additional members can be representatives of employers, the
soc1a1 security system, and other organizations and institutions. As to the
matter of employer-members of the local Social Employment committee,
two Members of Parliament (Mrs. van Leeuwen and Mrs. Vedef—Smit)tunder-
lined the desirability of admitting employers' representatives to
committee membershjp in order to stimulate better relations between
Social Employment and open industry. Minister Roolvink observed that
he too welcomed employer-memﬁers in the committees, but was opposed
to making their presence obligatory. :
This committee of up to twelve.members, then, is consulted on
matters -directly concerning thé_fulfiliﬁeht of the municipality's task
to provide employment to the handicapped. The Mdnicipal Board or City
Council will hear the committeeis advice prior to taking decisions
on the folloﬁlgé—pol;g§—matters. ) _
"~ The designation of an organlsatlonal unit as a "werkverband" {d
management unit- for organ1s1ng the work acfiv1t1es)of the W.S.W.

(art., 10 sub 1) - . e ,:q.

- the cooperative association of_ a municipality with other .
municipaiities'in hrrahging commercialxoperation of Social

Employment—werkverbanden (art; 8 sub 1)

- —.

~ tme termination of a "werkobject" (a work act1v1ty carried out within

4) This is not true for the Central Committee as this committee is
installed ex art. 6 of the Unemployment Law and ex art. 43 Wet op
dc Bedrijfsorganisatie.
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the werkverband), when such a werkobject does not live up to
the standards of the law (art. 15 sub 2) -
- the installation and the mode of operation of boards of
consultation (worker—participation) within the werkverband
(art. 24) . - - -
- organization of educational activities for younger and older
workers (arts. 25 and 26)
- legal procedures mentloned in articles 32 sub’ 1 38 sub 4 and
39 sub 1
- requests for hlgher than regular government sub51dy
The committee also plays a. maJor role in the admission of workers to
the program and in termlnatlon of their contracts with the municipality.
The Central Committee has a similar poSltlon towards the Minister on

matters concernlng his supervisory task.
B. The Municipality's Task

Article 7 sub 1 of the W;S.W. law delegates the responsibility
for the executién of the law (i;e., the actual providing of employment
to the eligible group of persons) to municipal authorities, This
article also defines the population group for which the municipality
is resppnsible.‘In sub 1, the definition of eligibility contained in

- the preamble of this law is reiterated; sub 2 adds that the eligible
person should be under 65 years of age and resident in the muq1c1pa11ty.
_ To fulfill. th1s task, the mun1c1pa11ty has to determine the
number of residents within its borders who are both eligible for and
willing to accept employment in W.S.W.. In addition, the municipality
must consider how these people can be employed in W.S.W. in such manner
that their work-capacity can be improved or atlleast maintained. In
practice, this requires continuous contacts with institutions involved
in care for the handicapped, such as physical disability and mental -
clinics, the public bodies of the Disaﬁility Program, and the government
Employment Agencies. .

In addition to recruiting a work force, the municipality has to
ensure that an adequate volume of adapted work is available. To achieve
this, the municipality can designate a W.S.W. werkverband (see section
C) "+ which is either undér direct municipal control or under the control

of a private institution responsible to the municipality. This werkverband
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is then responsible for providing work to the participants who have

been offered a W.S.W, contract by the municipality. Alternatively,

the municipality can cooperate with other municipalities in order to

employ handicapped residents. .

In providing employment to handicapped residents, then, the

municipality has the following options:

1. The municipality can employ handicapped residents according to
the law and place them in a werkverband under direct municipality
control (the 'gemeentelijke vorm").

2. The municipality can employ handicapped residents and place them
in a werkverband under control of a corporate body created under civil law,
to which the municipality has delegated authority under certain
conditions (the "Stichtiﬁgsvorﬁﬁ5. .

3. The municipality can approach the Board of another municipality to
have its handicapped residents employed by that other municipality
and placed in a werkverband designated by the other municipaiity.

4. The municipality can form a cooperative association with one or
more other munihipalities, delegate the responsibility of employ-
ment to this association, and thereby share authority and
responsibility with other mupicipalities (qhe'"Wefkvoorzienings-

schap Qorm”),

The last form finds ité.legal basis in de Wet Gemeenschappelijke

5) that allows lower

Regelingen (Communal. Arrangements Law) of 1950

authoritative bodies of the state (such as municipalities) to create

communal institutions with other municipalities to serve communal

interests 6). Either a communal organ of the cooperating municipal

bodies is fbrﬁed, or a new corporate body of public law is created.

In many instances of cooperation between several municipalities, a

new corporate body of public law (the "werkvoorzieningsschap') rhas-been
created to which executive responsibility is then delegated. Article

8 of W.S.W. mentions this possibility.

"fThe."scniale—werkvoorziepingéscﬁap" form of organization can appear
in the form of a "light schap" and a "heavy schap". The “heavy! werk-

5) Wet Gemeenschappelijke Regelingen, | april 1850, S5tb. K120,

6) Legal basis is also provided in -art. 162 of the Constitutionm,
allowing the law to create new organs of state.
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voorzieningsschap is quite independent of the municipality, in the
sense that substantial authority and respomsibility for determining
activities, scale, investments, etc. has been delegated to its board.
In the "light schap" form, actual decision~making power remains
with the municipality (usually the largest of the cooperating
municipalities; the others functioning as advisors). In this case;
the schap is primarily an operating entity.

In Figure 1, the organizational arrangements for a typical

"heavy" sociale werkvoorzieningsschap are depicted.
C. Werkverbanden and Werkobjecten

In order to fulfill its assignment described in article 7 of

this law the municipality having heard the committee, designates

one or more organlzatlonal units whose aim it is to execute the

“verkobjecten" designated in accordance with -article 13 of this
, law, as a werkverband.i

! * Article 10 sub 1.

In his explanatory memorandum accompanying the introduction of

. . - .
the Social Employment Law in Parliament, Minister Roolvink described

D,

"A werkverband should be viewed as an organizational structure -
with its own management and administration, whose objective is the
execution of Social Employment in either an industrial workshop,
! . an office, or in the open air. A werkverband in the terms of the.

- law comes in to belng when a municipality de31gnates an organizational
unit as such'. .

a werkverband as follows

The municipality, in order to fulfill its assignment described in
article 7, desxgnates workobjects to be carrled out in a de51gnated
werkverband. .

Article 13 sub 1.

The term "werkobject' -- in the words of the Minister -- lndlcates
a coherent set of activities. A work-ebject. canpbe any. coherent Job
carried within the framework of a werkverband, such as the manufacturing
of a product the bulldlng or maintenance of recreation facilities in

the open a1r or’ admlnlstrac1ve sector of Soc1a1 meloyment There are
also "bu1ttn—ob3ectcn" (1nd1v1dual work objects). In these cases, a

o e e s o e

7) Verg. Wetsontwerp Wet Sociale Werkvoorziening (buitengewone zitting
1967), Memorie van Toelichting, blz. 15.
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W.S.W. employece does not work in an administrative center but -s
leased to a private company or a public imstitution. A werkobject
must be carefully described prior to its formation to determine
whether it is acceptable to Social Employment,
¢

The basic standards and requirements imposed upon werkverbanden
and werkobjecten are set forth in the Social Employmént Urganizationzl
Decree of September 30, {968 (Besluit Organisatie Sociale Werivoor-

ziening) 8) and the Ministerial Decree of December 2, 1968. Other decrees

have Supplemented these prov181ons.

Article 2 of the Organlzatlonal Decree contains a general’ requlre—

ment for the werkverband:

A werkverband must guarantee, through its meregcwent, its structure,
and its facilities, the opportunity to ité workers to woik in
adapted circumstances, aimed at conservatioa, rehabilitation,

or stimulation of their working capability.

The subsequent articles are an elaboration of this general require-
ment, and emphasize procedures for management and administration. It
is stipulated that a werkverband will have one manager, who is assisted
by workmesters and coaching staff. The tasks of the management are to
arrange the work, to fulfill social, medical and economic tasks in the
interest of the werkverband and its workers, and to establish administrative’
procedures for the day-to~day functioning of the werkverband.

In the case of revenue-yielding werkverbanden the admlnlstratlve
tasks should be carried out in accordance with the principles of
modern business—administration (ert, 10 sub 3). This includes the keeping
of standard cost accounts and the providing of data to the respomsible
municipality necessdry to fulfillment of the reporting requireﬁent.to
the Ministry of Social Affairs 9)

Several werkobJecten can be carrlod out’ by a werkverband. These
werkobJecten are c1ass1f1ed as’ e1ther manual labor or whlte—collar

(administrative) work. And, within the manual labor category, werkobjecten

8) Besluit Organlsatle Sociale Werkvoor21en1ng (Stb 1968, 512).

9) Art. 48 of W.S.W. compels the municipality to re report to the Ministry
on the execution of the Law. According to art. 4] of the Ministerial
Decree of December 2, 1968, the municipalities must prov:de, within
6 months after the termination of a bookkeeping-year, a full account
of their: revenue-yielding werkverbanden, to the Mlnlstry. Note that
this article excludes the need for municipal reporting on the non-
revenue-yielding act1v1t1es.



can be either industrial or opem—alr activities. While ail of the
industrial w;rkooJcctcn are revcnue~y1c1o1nn, ogiy a portion of either
the open-air or adnLnlstratlve Werkobjeuthu vrovide outputs which yield
revenue.,

Hence, a werkverband may eontain werkobjecten of different types
in the manual labor area -~ manufacturing in the industrial workshops
or open-air work, such as the maintenance of sport fieids or the

10 L
operation of revenue-yielding nurserics «In addition, a werkverband
may contain administrative werkobjecten which are either revenue-
yielding or not. This administrative-manual labor distiaction
undoubtedly derives from the original Social Employment regulations
the S.W.H. and C.S.W., which provided separate reaulations for white-
collar and manual laborers, respectively.

This organization of the program is illustrated in Fijure 2.
There the distinctions among industrial, open-air, and administrative
activities are shown, as well as the distinction between revenue-
yielding and non-revenue-yielding activities. In addition to the
categories shown on the chart, there is the possibility of placing
‘W.S.W. workers into external jobs in the private sector.

In artlc;e 17 of the Organlzatlonal Decree, the requirements

for a werkobject are set forth. First, the werkobject must serve the
basic goal of Social Employment as described in article 2 of tais

Decree and in the preamble and article 7 of the law. It must conserve,

rehabilitate, and stimulate - the worker's working-czpacity. In practice,

y . . .
this means that the work, its methods, and its nature must be adapted

to the worker's handicap and be desighed to increase his productivity '

Second, the work provided should respond to an economic or
social need. This does not mean that the work must be primarily dimed
at such needs. It is meant to be a guarantee against useless work

-~ the Social Employment-participant may not be engaged in work that

168)article 15 Organizational Decree of Social Employment, September 30
1968. ‘

11)In discussions with managers of werkverbanden, it was emphasized
that the assigned work should not be too easy.To employ a worker
below his level of capability does not help the worker to improve
his wotking capacity. Moreover, excessively simple work leaves
him time. to_worry. .about his ailments, whlch oftun detracts from his
product1v1ty and ‘his well-being.
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lacks sense or usefulness.

Third, the work done within the framework of Social Employment
is not to endanger the employment of others in an irresponsible way.
The rationale for this mandate is clear = workers in open industry
may not be deprived of their employment in order to provide work
opportunities to the handicapped. Some conflict of interest is of
course inevitable. Hence, the accent is placed on the phrase “au
irresponsible way"

In a circular letter of August, 1976, Staatssecretaris (Under-
Sccrctary) of Social Affairs Mertens again brought this issue to
the attention of municipalities and workshop managers. The responsible
Municipal Councils are-urged to pay spccial attention to complaints
from private companies alleging unreasonable competition by Social
Fmployment industrial centers. They were also urged to nandle any
expansion of workshops with utmost caution, so as to avoid competition
anﬁ overlaps with other W.S.W. workshops. It is suggested that work-
shops consult with each other prior to taking any -expansion decisions.
In sub d, this latter stipulation is strengthened: in the case of a
revenue~yielding werkobject, price, supply, and payment conditioas
may not be employed so as to create unfair competition against other.
workshops or private companies.

Finally, it is stipulated that the prodﬁct of a werkobject may
not bé marketed in a way which might damage the image of Social

Employment. This is meant to indicate that Social Employment should

resemble open industry as closely as possible, including marketing

methods. The'image of Social Employment as en institution of charity
should be avoided. And, in order that Social Employment will afford
its participants the sense of being useful, productive members of

society, it must be regarded as a full-fledged branéh of industry of

its own kind.

The municipality as the exccutor of the law and the Minister of

Social Affairs as its supervisor are vesponsible for the maintenance

of these standards set on werkverband and werkobject operatiom. In case

12)This was emphasized by Minister Roolvink in the explanatory
memorandum, Verg. Witsontwerp Wet Sociale Werkvoorziening (buiten-
gewone zitting 1967), Memoric van Toelichting, blz. 4.
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that a werkverband does not live up to the requirements, article 15
sub 1 of the law permits the Minister to terminate its designation
as a werkverband of W.S.W. According to article 15 sub 2, when a
workobject is found to fail to fulfill the standards set, the

municipality is entitled to terminate its designation.
D. The Employment Contract and the Wage Groups

According to article 16 of the law, the municipality is the

employer of W.S.W..workers defined in art. 7. In addition, article 19

states that with the worker's entrance into employment, a work comntract

between him and the municipality will be arranged. This contract is
mot the same as that offered to civil servants, but is particular to
W.S.W. employment, with its own set of legal regulations.

The procedure to be followed prior to the municipality's offering
aii employment contract is set forth in article 2 of the Besluit Dienst
betrekking Sociale Werkvoorziening(The'Social Employment Program
Employment Decree).of September 30, 1968.

' First, a proposed participant must be determined to be eligibie
in terms of the law. Also, a number of other matters must be resolved.
Information must be obtained on the candidate's -schoéling, the work he
or she has done previously, and the factors (handicaps) which make
him or her hard to employ.under normal circumstances. Then, it must
be determined which category -- A or B -- theicandidate should be
placed, in which type of werkbbjéct_'-— manual or white-collar --
he or she is to be locateé, and wheﬁher there is a need for further

study of his or her fitness to work or for specific measures to improve

his or her fitness to work (for example, placement in the work

rehabilitation or test and training-centers). Finally, it must be
determined if specific types of work or working ciréumstances-shouid
be arranged for the worker. A .

The selection of workers is done primarily by a permanent place-
ment sub-committee of the local Social Employment Committee. This sub-
cormittee will act upon the pfoposél of a.worker by one of the
responsible institutions or, in some cases, at the worker's own
initiative. The placement-sub-committee then advises the Municipal

Council on admission or non-~admission of the worker.
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w

If a contract is offered, the Municipality must detersin
category —— A or B -~ into which the worker will be placed. If
placement is to be in category A, the worker must he judged capable
of attaining a minimum of one-third of normal productivity under
adapted circumstances. If it is judged that the worker canmmot attain
this minimum, he is placed in category B.

Having been admitted to the program, the W.5.W. employze's
remuneration is fixed according to the wage—group into vhich he or
she is placed. The Besluit Arbeidsvoorwaarden Socizle Werkvoorziening
(Decrec on Wage-Couditions in Social Employment) of September 30,
1968 1%

skill and responsibility 'required of the person in this job. The

specifies ten wage-groups, which are distinguished by the

worker placed in wage~group T is required to do very simple work that
can be mastered with minimal instruction, while the worker in wage-
group X is engaged in "difficult , varying, aund iandepecdent work that
requires allround education, extensive skills from schooling oi past
years of experience, and largely independent judgewment"., Guidelines
and job-descriptions have been issued by the Ministyy to facilitate
the placement of workers in & wage-group. The manager of the werk-
verband is responsible for making the assignment.

Prior to Augsut, 1976, the wage a worker earned consisted of
the basic wage linked to the wage-group he is placed in plus

]4). In

bonusses determined on the basis of a merit-rating system
August, 1976, a new wage-system was introduced. In the new system,
the wage-group$ are maintained but the merit bonusses were dropped.
Instead, scales were introduced within every wage-~group, implying

automatic wage-increases based on longevity..Table | presents the

13) Besluit Arbeidsvoorwaarden sociale werkvoorziening (Stb, 1968,
518).

14) The merit rating system incurred sharp criticism during the.
Parliamentary debates from M.P.'s Mrs. van Leeuvwen, Mr. Daums,
Mr. van der Lek, and Mr. Wolff: “Handelingen II, buitengewone
ziteing 1967, blz, 599, 605, 606, 607.
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15}

current wage structure

Table 1. )
Wages in the W.S.W. Program, as of July 1, 1976

wage-group

category A wages (guilders per month)

0. A 2 s 5 6 7 8

I. 1,441 1,501 1,531 1,562 1,594

11 1,501 ~ 1,562 1,594 1,625 1,656 ° 1,688

11 1,562 1,625 1,688 1,719 1,750 1,782

v 1,625 1,688 1,750 1,782 1,813 1,844 1,876

v 1,688 1,750 1,813 1,876 1,907 1,938  1,970"

7T 1,750 1,813 1,876 1,938 1,970 2,001 2,033 2,064
Vil 1,844 1,907 - 1,970 2,033 2,095 2,127 2,158 . 2,189

VIII 1,938 2,001 2,064 2,127. 2,189 2,252 2,315 2,346

X 2,064 2,127 2,189 2,252 2,315 2,377 2,440 2,503

X 2,252 2,377 2,440 2,503 2,565 2,628 2,691 2,722

2,315

Source: De Ambtenaar, Wekelijks orgaan Algemene“Bond van Ambtenaren

(ABVA), September 10, 1976,

15) Tt ‘should be moted that some Social Employment workers are entitled

e

to .supplemental income in additiow to the W.S.W. wage, as a bemnefit

from the Disability Program. The objective of this supplementation

is to assure W.S.W. participants of an income equal to 90 percent of

the workers previous income. In practice, however, W.S.W. workers have
often reccived substantially more than this 90 perceant figure, often

over 100 percent and up to 125 percent. Prior to August, 1976, supple-
mentation from the Disability program was based on a 'standard" W.S.W.
wage which was very low, Hence, even if a workers actual W.S.W. wage was
substantially above the "standard" wage, he reveived supplemental benefits
as if his wage was at the '"standard". Hence, W.S.W. workers in the higher
wage groups often reccived total income well above 90 percent. Since
August, 1976, a new ""standard" wage arrangement has been in effect. This
scheme sets 10 "standard" wage levels, one for each of the wage groups.
Now, a workers supplementation is based on the "standard” wage of the

wage group in which he is placed. Hence, for workers in higher levels of a
wage group, total income may still exceed the 90 percent figure to some

extent.
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A final word about the process from proposed candidacy to actual
employment: In practice, employment will proccad ds follows. First,
the institution proposing a W.S.W. candiate submits a document to the.
placement committee presenting all of the information on the worker

necessary to ascertain his or her eligibility and his or her readiness

to accept employment in W.S.W, Then, the worker is medically and

psychologically tested and is taken through the- werkverband HlS or her
work references, if any, w111 be dlscuqsed ‘on' the ba51s Qf all:

this information, the placemeuL cormittee reaches a decisien, and reports
it to the W.S.W. Committce. The W.S.W. Committee then advises the
municipality on acceptance of the candidate, as well as his or her
placement in a particular werkverband. Upon entering service, the worker
is placed in a work rehabilitation éenter or a test and training center,
where he or she.is. introduced to the work and é;ékﬁéd 1n ‘the case of any
adaptation difficulties. After a suitable pgrlod in these adaptation
centers, the worker is employed in the workshnop, and the wage—-group

is determined according to'the applicable job-—description.

E. Subsidy Arrangements

Chapter VIII of.the law stipulates the arrgngéments under which
the national government provides subsidies to municipalities for
their provision of §ocial employment. The subsidy paid is not based
on the total cost of the operation of a Social Envloyment-werkverbénd

N ——

or on its total. def1c1t. Rﬁkher, the'Varlous expenses of ‘the werk-

e —

verban& -are c1a°51 1ed into several categories, ‘and a specific
.bercentagc subsidy is attached.to:each category. For some of the
categories, the percentage subsxdy is zero, This system is a 1egacy

of the pre~1968 legislation and has its roots in the early co-operation
between the government and associationms aiding.the handicapped. (See

the discussion in Chapter ).

The necd for some public subsidizatiorn of social employment is
clear. By definition, the productivity of handicapped workers is
below Lnat of their counterparts in the perdte sector. Yet W.S.W.
wocrkers are paid a wage which is approxlmately equlValent that of

private sector workers. Given that the product is sold in a .com—
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petitive market, deficits are inevitable, The expected deficit in
the non-revenue-yielding prbjects is larger than that for those
producing & product which is sold 16>-

In the subsidy arrangements, a distinction is made between
revcnue—yleldlng and non-revcnue—yleldlng "werkobjecten". The
rbvenue—yle]d:nw werkobJecten - those which have a #alsble proddct
such as the industrial workshops, some of the open—air develop~ -
ment projects such as nurseries, and some of the administrative
projects -~ receive a regular subsidy of 75 percent of wages and
associated wage costs, and tranSporr costs of W.S.W. workers (art, 40
¢ sub 1). The non-revenue-yielding projects receive a reguiar subsidy
of 90 percent of these costs (art, 40 b). Upon request of the municipal-
ity, the Minister of Social Affairs can grant a higher percentage
subsidy to the revenue-yielding projects if a deficit remains after
the basic subsidy. The sum of the basic subsidy and the specidl subsidy
cannot exceed 90 percent of the sum of the costs indicated above

(art. 42 and art. 2 Increase of Government Subslay Soc1a1 Employmunt

Decree, ,ep*cmber 30,. 1068) ’7)

Other cost-categories are also covered by'govérnment subsidies,
indicating a desire by.the government to expand expenditures en
these items. A 100 percent subsidy is given for the wages and
associated wage costs of workers envaged 1n "werkobjecten carried
out’ bn behalf of the nat10na1 government (as well as some’ other
specific groupq of workers as stlpulated in-aft. 40 sub' 1 and 2).
Also eligible for the 100 percent subsidy are Lhe travel and lodging

expenses of members and consultants of the W.S. W Committee (described

16)As will be shown in Chapter III, the reverse pattern is in fact the
__ reality.
17)This subsidy will not be granted if the werkverband budget for the
year for which the subsidy is applied for is not approved by an
independent auditor nominated or accepted by the municipality or
if the deficit is due to a failure of management of the werkverband
or the municipality (art. 3). The determination of & fazilure of
managemant would be made by the Mlnlster upon the recormendation
of a Mlnlstry evaluation group.
"This 90 percent Figure may be 1nrreased -if economic circumstances,
either nationally or regionally, wvarrant such a measurc. A- Speclal
ministerial decree¢ is necessary in this case.
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in article &) and its sub-committees (art, &40 a). & 75 percent subsicy
is paid for medical carc expznses on behalf of W.5.W. workers (art.

40 c sub 2),.and a 50 percent subsidy is granted on werkverbanden
expenses for salaries and associated salary costs of managing persommel
of the werkverband, i.e.,'manager(s) and work supervisors (art. 40

d sub 23, salaries, honoraria, and other costs of officizls hired

for compiling the evaluation reports on proposed prograu-participants
(art, 40 d sub 1), necessary'cost§ of schooling and educational
activities (art. 25 and 26) for younger and older employees (art. 40

d sub 4 and 5), and some additional costs for savings and compénsa:ioﬁ
arrangements for workers (art. 40 d sub 3, 6, 7)., All remaining costs
must be covered either by sales revénues or the municipality. Thus,
the werkverband deficit (total werkverband costs less the set of

basic subsidies, less the special subsidy, and less sales revenue and

nmiscellaneous income) is on the account of the municipality.

One final subsidy provision exists. If after the basic and spccial

subsidies have bken paid and the sales and other revehue sources have

been accounted for, a.deficit for the werkverband still exists, this
deficit may be added fo the municipality's social arfairs costs. These
costs, in turn, are subsidized at an 80 percent rate by the Municipal

Fund of the Mimistry of Interior Affairs .

In Figure 3, the items of &ést eligible fo} the" various subsidy

rates are identified.

This subsidy arrangement guaraﬁtees that the uusnicipal-
ity, although responsible for the execution of the law, will ﬁltim&tely
be liable for a very small share, and pérhaps none, of the costs of
the werkverband. At the same time, the municipality receives many of

the benefits of the activities of the werkverband.

18) The deficit attribuable to a denial of the special subsidy by
the Ministry of Social Affairs cannot be added to thc wunicipality’'s
sociel affairs costs (see footnote ]7). Such a deficit, then,
is not eligible for the Municipal Fund subsidy.



100 percent supsidy

90 percent subsidy

75 (or 99) percent
subsidy

50 percent subsidy

80 percent subsidy

presence, travel and
lodging expeuses for
mecbers and invited
experts of W.S.W.
comaittees and ‘sub-
comuittees (art. 40 a)

wages and sccial costs
of W.S.W. workers

the government
rt. 41 sub 1)

I

wages and social costs
of W.S.W. workers in
non-revenue-yielding
werkobjecten (art. 40 b)

wages and social costs
of specific groups of
vorxers decignated in
the "Subsidy for Special
Groups in Sccial Employ-
ment Dzcree" of Sept.
30, 1968 (art. 41 sub 2)

wages and social costs
of W.S.W. workers in

revenue-yielding werk~

objecten (art. 40 c
sub 1)

PR

medical care costs
(art. 40 c sub 2)

Figure 3.

salaries, honoraria

and social costs of
persons preparing re-
ports on candidates for
placement-selection
(art. 40 d sub 1)

function-related costs
(art. 40 d sub 3)

werkverband deficit
accruing to the accour
of the municipality
after accounting for
other subsidies, sales
revenue, and miscella-
neous income.

salariés and other costs
of managing personnel
(art. 40 d sub 2)

function~related costs

(axrt. 40 d sub 3)

necessary costs of
schiooling and education-
al activities for younger
and older workers (art.
40 d sub 4 and 5)

expenses for compensations|

to workers, and savings
scheres of workersz (art.

40 d sub 6 and 7)

Subsidy Catcgories.in the Sccial Employment Pregram

-8{7—-



- 49 -

CHAPTER III

RECENT TRENDS IN PROGRAM EMPLOYMENT AND COST5 —- 1970-1975

In this chapter, some aspects of the W.S.W. program since 1970

will be described. This has been a period of very rapid development

in both the size and the structure of the program, This .development

will be discussed in this section, first in'termé'of employment in the
program and then in terms of the aggregate revernuas of the program and
the components of aggregate revenue, Finally, some indicators of program

growth w111 be presented.

I. Program Employment -- 1970-1975

Table | presents data on thé level of employment in the *.S.W.
program since 1970. Two types of people are empioyed in the program
~-handicapped worPers and worLers who provide leadership
and direction to the program purt1c1pants. Both of these classifications
of worker are described in Table 1, for the industrial centers, the
combination of open—air and administrative projects, and for the

program as a whole.

In recent years, the employment of handicapped

workers in the program has grown rapidly. In 1970, there were nearly

44,000 such embloyees in the program; By 1973 :this had risen .
to nearly 49,000; and by 1975 to more than 56,0001). The bulk of this
growth has been in the open-air and administrative projects. In 1970,
this segment of the program ecployed less than 13,000 workers, or about
30 percent of the total. By 1973, over 17,000 workc:zs were employed

in this segment of the program, which then accounted for 35 percent

of total employment in the progrém. By 1975, open-air and administrative
projects employed nearly 24{000 handicapped workets and '

eccounted for 42 percent of total progrém employment.

1) This data includes only workers with W.S.W. certificzziom. The
program clso employs some workers without certificztion. In December
1975, the totel nuwber of workers was 59,4400,



TABLE !

Employment levels of the WSW program 1970 - 1975 %)

1970 . 1971 1972 1973 1974 1375

a
Exployees — Handicapped )
- Industrial Centers 3!,]67 28,895 : 30,306 31 ,607 31 ,342b 32,358b
~ Open air and Administrative 12,552 15,490 15,679 17,200 20,886b 23,880b
- Total 43,719 t4,375 | 45,985 48,807 52,228 56,238
_Employees - Subsidized Supervisory
- Industrial Centers 2619 2721 2698 2659 - 2743 2855
-~ Open air and Administrative 833 934 1034 1139 1246 1418
- Total 3452 3655 3741 3798 3989 4273
Supervisory Workers as a percent
of Bandicapped Werkers
- Industrial Centers 8.4 9.4 8.9 ‘8.4 8.8 .
- Open air and Administrative 6.6 6.0 6.6 6.6 6.0 .
- Total 7.9 8.2 8.1 7.8 7.6 7.6

%) These datz are statistically calculated averages designed to represent average employmeant over

the year.

Source: Ministry of Social Affairs.

" a) These data represent workers with W.S.W. certification.
b) The breskdown of the total between industrial centers and owen-air and administrative projects is
based on the relative breakdown in the two categories on December 31 of the relevunt year.

_OS‘—
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During this same beriod, the employment levels in the industrial
centers remained relatively constant. In 1970, these ceanters employed
31,000 workers; in 1973, they employed 31,600 handicapped workets.

Py 1975, employpent growth in this sector had risen
to 32,400 worgers. - ' = -

The employment of directing and supervisory persomncl in the '
program aleo rose during this period. In 1970, 3450 supervisory people
were employed by the program, a figure which had risen to 38060 by
1973 and 4300 by 1975. The gro&th in this category of employee as
between industrial centers and open~air and administrative projects
parallelled the growth in handicapped employment in these two program
categories. Supervisory personnel in administrative and open-air ﬁfojects

totalled 830 in 1970, or 24 percent of the program totai. By 1973,

over 1100 supervisory personnel were employed in open—alr and administrative

projects. These workers accounted for 30 percent of such employees
in the total program in that year. By 1975, the employment of supervisory
workers 1n this program segment rose to 1400 employees, accountlng for
33 percent of total program employment .of supervisory personnel.

Since 1970, the employment of supervisory personnel by
industrial centers has remained nearly constant at 2600 - 2800. As a
consequence, supervisory wo}kers'eﬁployed,in industrial centers has fallen

as a percentage of the total number of superv1sory and directing

. personnel in the program.

It should be noted that these data include only subsidized

"supervisory and directing personnel. Other non-handicapped personnel
- are also employed in the program. Inclusion of them would raise the

level of non-handicapped personnel.

In the bottom panel of Table !, the ratio of directing and
supervisory personnél to program participants is shown for the post-
1970 period. There it is indicated that, in the industrial centers,
tﬁe number of supervisory workers is about 9 percent of the number
of participants, while in the open—air and administrative projects-
the figure is about 6 percent. Since 1970, as the size of the industriel
centers portion of the program has stabilized, the ratio of supervisory
to handicapped workers has fallen. From a height of 9.4 percent in 1971,

it has fallen to about 8.8 percent in 1975. During the same period,
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the ratio for the open-air and administrative centers has remeined
stable. For the program as a whole, the percentage has remained in

the 7.5 - 8.0 range, showing a tendency to fall slightly in the most

recent years.

I1. Program Revenue —9'1970—1975

The previous section discussed the developments in program
employment since 1970. Related to these developmeénts is the change
in the income of the program in total, and from various sources. -
Because the operation of the program requires that operating deficits
be covered by a subsidy from some level of government (except for some
very small amounts of net borrowing), the estimates of total program
revenue (or total revenue, by program component) will zlso be
estimates of total costs. Because the bulk of progfam costs are for
wages aﬁd salaries, employment developments are related to total
revenue.changes. -

In the top éﬁnel of Table 2, revenue flows for the entire W.S.W.
program and its two components (industrial centers and other projects)
are shown for the 1970 - 1975 period. These revenue flows are also
disaggregated into their main components: subsidies from the national
government, subsidies from municipal governments, saleé revenues, and
miscellaneous sources. For the total program, total revenues (costs)
have grown from f 660 million in 1970 to over f 1700 million in 1975,
an increase of 260 percent. The subsidy provided by the national
government has also grown rapidly over the period -~ from Ff 460 million
in 1970 to # 1270 million in 1975. Hence, over the period, annual total
revenues (costs) increased by over f 1 billion and the national sﬁbsidy
by over f 800 million.

While the other two sources of revenue--~ municipal subsidies and
sales revenues =~=also increased over the period, their change was not
s0 large. The municipal subsidy rose from # 25 million in 1970 to
f 46 million in 1975, while sales revenues rose from f 168 million to’
f 362 million in the 1970 = 1975 period.

Both of the components of the program experienced substantial

revenue (cost) growth during the period. Even though the number of




TABLE 2
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Financial Aspects of. the Progvam, 1970 - 1975, in millions of guilders
- — -
. a) ay
1970 1671 1972 1973 1974 1975
Induscyial Centers
Tota) Revenve . 497.8 572.9 €0.6 92,2 997.7 1204.8
=~ Nationa) Subsidy b) 321.1 372.0 442.7 529.6 675.0 -834.5
~ Municipal Subsidy 12.2 12.9 TR 15.5 12.5 21,7
= Sales Revenue 159.6 180.0 204.3 3.7 285.0 323.5
~ Misdellancous Sources 4.9 * 8.0 12,27 17,4 20.2 24.1
Open nir_and Aoinistretive Projects
Jotal Revenue 155.2 194,0 238.2 336.8 416.9 498.4
= Natiousl Subsidy BJ 138.6 7.8 200.4 291.3 361.2 435.9
.= Municipal Subsg;)v' 13.0 i3.0 17.8 19,6 '23.7 24.5
~ Sules Revenue 6.6 9.2 20.0 25.9 32.0 38.0
Jotal Pregran Reveuve 656..0 266-.9 Q_M 1129.0 1414.6 1702.2
. ., b)
_ =~ Notional Subsidy 459.7 543.8 643.1 820.9 . 1036.2 1270.4
- Municipal Subsidy . .25.2 25.9 29.2 33.1 3.2 46.2
~ Sales Zevenue and . - 171.1 197.2 236.5 275.6__ 337.2 385.6
Kiscellanesus Sources
Indusrrial Centers
~ National SuEsidyb) Total Rivenuc 65 .64 .66 .62 .68 .65
- Munieipa) Subsidy ¢ Total Revenue .02 02 202 .02, n2 W2
«~ Sales Rovenue + Total Revenue .32 «31 »30 .29 25 .22
Open air and Adainistyative Projects
- Kational Subsidy ? Total Revenue .88 .89 .84 .85 .87 .87
- Hunicipal Subsidy # Total Revenue .08 07 07 «06 .06 .05
-~ Sales Revenue = Total Revenue .04 .05 «08 08 .08 .08
Toral “ropcanm . . -
- Natiopal Subsidy + Total Revenue .70 .70 71 .13 .73 .78 ’
< Hunicipal Subsidy + Total Revenue .04 .03 .03 .03 .02 .03
~ Sules Revenue + Total Revenue .26 .25 «25 »23 .22 - 21
Jodustrial Cenzers " d . - .
Total Kevenue ¢ Number of Workers ) 15,972 19,827 22,523 25,593 30,817 .35,906
Sales Revcaue + Kumber of Workers 5,121 6,229 6,862 9,486 £,803 9,649
Subsidy ¢ Nomber of Workers 10,303 - 12874 . ,¢ 900 j7,527 21,390 25,538
Opca air and Adminisrracive Projects
" Jotal Pevenue = Number of Workers 12,604 12,524 15,192 19,581 19,961 20,871
Sales Revenue 5 Nusber of Wockers 526 1,109 1,276 . 1,506 1,532 1,591
Subsidy + Number of Workersa 11,042 11,091 13,917 18,076 - 18,429 19,200

Source: Ministry of Social Affairs.

a) Data for these years are preliminary and are estimated to be

current treads.

b) This figure includes the basic subsidy, the special subsidy, and the

from the Municipal Fund.

congistent with

©) This figure includes somn small amount from miscellaneous sources.
d) The data on nuwber of workers are from Table 1.

subsidy
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handicapped workers in the industrial centers component

of the program grew only modestly from 1970 to 1975, total revenue
(cost) in this component more than doubled - from f 497 million to

f 1204 million. Revenue (cost) growth in the open—air and administrative
projects also grew rapidly during the period. From a total revenue
(cost) of about.f 150 million in 1970, total revenue (cost) grew to

£ 500 million in 1975.

All of the components of total revenue for both segments of
the program also increased during the period. A very-large increase was
in the nationa% subsidy for the industrial centers. It increased from
£ 321 million in 1970 to Ff 834 million in 1975 —- a 260 percent
increase in the éix-yeﬁr period; The national subsidy for the open-air
and administrative projects gréw even faster. At the beginning of the
period, this subsidy stood at f 139 million; by .the end of the period
the anmnual subsidy was over F 435 million.

While the growth in sales revenue for the industrial centers was
over f 160 million from 1970 to 1975, this represents scarcely a
doubling in the annual revenue from this source. For the open-air and
administrative projects, sales revenue in 1970 stood at a very low
level of f 7 million; by 1975, however, revenue from sales had increased
more than five times, standing at 7 38 million, For both segments of the
prdgram the.ﬁunicipal subsidy grew more slowly than any of the other
componenfs of revenue. -

In the discussion of program employment, it was noted that,
because of the more rapid growth in the open-air and administrative
project segment of the program, its share of total employment in the
program rose from 30 percent of total employment in 1970 to over 40
percent in 1975. This significant shift in program composition is not
‘reflected. so strongly in the data on revenues (costs). In 1970, the
open—air and administrative project segment of the program accounted
for 24 percent of total program revenues (costs); in 1974, this
component of the program accounted for about 29 percent of total-
program revenues (costs).

This shift in the composition of revenues in both the industrial
centers and the open-air and administrative projects is shown 'in the
second panel of Table 2. Let us first note the patterns in the
industrial centers, and then those in the open zir and administrative

activities.,
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In 1970, revenue from the sale of output accounted for about
one-third of the total revenue (cost) incurred by the industrial
centers. Nearly all of the remaining portion of revenuc came from
the national government subsidies (65 percent) and municipai subsidies
(2 percent). During the six years, 1970-1975, sales reveénue aé a
proportion of the total fell continlously. By the end of the period
it accounted for only 27 percent of total revenues. Similarly, the
municipal subsidy fell as a share of total revenue from slightly morc than

2 percent to slightly less, As a result of these two shifts, the natiomal subsiuy

was required to bear am increasing share of the tozel costs of the

industrial centers: from 65 percent in 1970, the share rose to

ncarly 70 percent in 1975, The net result, then, is a significanc
shift in the financing of the centers: the relative contribution of
sales and municipalities has fallen, and the burden of increased
costs has been shifted to the national government.

The pattern for the open-air and administrative projects is
different. In this sector of the total program, sales revenues as a
percent of the total have shown an upwatd trend, rising from 4 percent
in 1970 to 8 percent in 1971, and then remaining constant at 8
percent through 1975, During this same period, however, the contribution
of municipalities to program costs fell from 8 percent to 5 percent.

The effect of these two trends is reflected in the share of the budget
covered by the national government subsidy. From a high of 9 percent
in 197§, the national government burden fell to 84 percent in

1972. By 1975, however, it had again risen to 87 percent,

Because of these patterns, the industrial center financing
arrangement is becoming increasingly similar to that of the open-air
and administrative projects. While the burden of the national government
appears to have stabilized at about 85 percent of total costs in the
open—air and administrative pfoject seqtor'of the program, the national
government burden for.induétrial centérs'has shown a clear upward‘trend
ovér the period, and in 1976, stands at about 70 percént.

These patterns in the two segments of the program are reflected
in the data for the program as a whole. The share of the national subsidy
has risen over the period from 70 to 75 percent, while the sharcs of
municipal governments and sales have fallen. Whereas sales revenue
covered 26 percent of total program costs in 1970, it fell to only 21

percent in 1975.
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The third panel of Table 2 captures the combined effect of the
patterns of revenue and employment growth in the two sepments of
the program. Because the growth of revenues (costs) has exceeded the
growth of employment in the indugtrial centers, the total revenue
(cost) per worker has risen rapidly over the period. In 1970, rotal
revenues (costs) per industrial cénte; worker stood at f 16,000;
by 1975, six years later, per workef costs had more than doubled;
totalling f 36,000. The changing pattern of revenue sources caused
an even more radical change in the public subsidy per worker. In
1970 taxpayers were contribﬁting about f 10,000 in subsidy for each

handicapped cr low-skill worker employed; by 1975, the per worker

taxpayer contribution had more than doublec¢ to a total of nearly

f 26,000. This per worker figure, it should be noted, is about one-
third more than tﬁe national minimuam wage and aboﬁt 110 percent of
median wage income. . '

While per worker costs have also increaéed in the open-air and
administrative centers, both the absolute level and the growth has
beer less than in the industrial centers. Total costs per worker stood
at about f 13,000 in 1970, and.had risen to ‘nearly f 21,000 in }975. This
1975 figure is only about 60 percent of per worker costs in the
industrial centers. Clearly, this is té be expected as the costs for
raw materials and supervision in the latter type of center are greatcr
than in-the former.

What is not expected is the pattern of growth in the subsidy per

.worker in the open-air and administrative projects relative to the

industrial centers. This subsidy stood at f 11,000 in 1970 for the
open—-air and administrétive projects, which was 107 percent of the
per worker sﬁbsidy in the industridl centers. By.1975, the per worker
subsidy in ‘the open—air and admifiiStrative projects had riseii to over
f 19,000. while this growth is, in itself, significant, it is nothing

1like the more than doubling in the per worker subsidy over the five-year

-period observed in the industrial center segment of the program. As a

result, by 1975, the subsidy per worker in the open-air and administrative

projects stood at 75 percent of the per worker suEsidy in the industrial centel

In sum, these substantial increases in the taxpayer subsidy per
worker stand as the most striking aspect of the data on employment

and revenuc. While the causes of this increase cannot be identified with
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precision, the following are likely to be of prilery Lmporcance:

the significant increase in the minimum wage over the period

in particular, the large one-time adjustment in 1973.

the increase in social premiums which must be covered by the
W.S.W. centers over the period. A

the failure of sales revenue to grow as rapidly as program costs.
increase in raw material and supervisory personnel costs due

to the general inflation over this period.

III. A Summary of Employment and Revenue Growth Patterns —— 1970-1975

These patterns of growﬁh and development are summerized in Table 3.,
which presents annual growth rates of the various revenue aand cmploymgﬁt
variables of the program. Also, in the final column, the ratio of 1975
to 1970 values of the variables is shown. .

Because the growth patterns in these tables summarize the develop-
ments described in Tables 1 and 2, there is no need to discuss them

in detail. Only a few of the most important figures will be noted.

~—

Compare first the growth patterns between the irdustrizl centers and the

open—~air and administrative ﬁrojects over ‘the_six~year period, 1970 - 1975,

In the industrial centers, employment grew by oﬁly 4 percent over the Rériod;_

for the open-air and administrative projects, employment in 1975 was
S0 percent greater than in 1970. However, while there was this enormous
disparity -in the employment growth in the two programs, the growth in tofal
revenue (cost)'was not nearly different between the two —- a growth of A
315 percent in the open—air and administrative compoment, versus a
growth of 242 percent for the industrial centers. ‘

The changing patterns in the division of revenue between sales
and public subsidy is also seen in Table 3. For the program as a whole,
sales revenue increased by over 100 percent-— that is, it more than
doubléd. The volume of subsidy increased by over 170 percent —=thdt is,
it nearly tripled. This disparity is even greater for the industrial
centers alone; for the open-air and administrative projects, sales
revenué, though small, grew at a substantially faster rate than the
subsidy. Hence, for industrial centers, the subsidy per worker in 1975
was 250 percent of its value in 1970. For open-air aﬁd'admigistrative

projects the 1975 vilte is 175 pexrcent of the 1970 value.
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TABLE 3

1970 - 1975

71172 1973 - 1976 1975 | 1935
1970 1971 1972 1973 1974 1970
KEVENUE (= EXPENDITURES):
X
Industrial Centers . ) .
Yotal Revenue 1.15 117 1.18 1.26 121 2.42
~ National Subsidy 1.6 1,19 1.20 1.27 1.24 2.60
- Sales Revenue 1.13 1,13 1.13 1.23 1.13 2,03
Open air and Administrative Centers .
Total Revenue L.23 123 1.41 .24 1.20 3.15
- National Subsidy 1.24 1.17 1.45 i.25 1.21 3.15
- Sales Revenue 1.39 2.17 i.30 1.24 .19
Total Program
Total Revenie 21,17 1.19 1.24 1.25 1.20 2.59 -
- National Subsidy 1.18 1.18 1.28 1.26 1.23 2,76
- Municipal Subsidy 1.03 1.13 1.13 1,24 1.12. 1.83
- Sales Revenue 1.15 1.14 115 1,23 1.i4 2.15
EHPLOYMENT :
Employees = KHandicapped . .
- Industrial Centers W93 1.05 1.04 .99 1.03 1.04
- Open air and Administrative 1,23 1.61 1.10 1.21 1.14 1.90
= Total 1.02 304, 1.06.. 1.07 1.08 1.29
Esployees ~ Subsidized Leading
- Industrial Centers 1,04 .99 .98 1.03 1.04 1.09
~ Open sir and Administrative t.12 1.1 1.10 1.09 1.14 1.70°
- Total 1.06 1,02 1.02 1.05 1.07 1.24
) REVEKUE (= EXPENDITURES) PEXR WORKER
Industrial Centers .
- Sales Revenue per Worker 1,22 1.10 .1.09 Ry 110 1.88
- Subsidy per Worker 1.25 1.18 1.15 1.22 1.19 2.48
- Totel Revenue per Worker 1,24 1.4 1.14 1.20 1.17 2.25
Opean~air and Admiristrative Projects
- Sales Revenue per Worker 2,11 1.15 1.18 1.02 1,04 3.02
- Subsidy per Worker 1.00 1.25 130 1.02 1.05 1.75
~ Total Revenue per Worker 1.00 1.2) 1.29 1.02 1.05 1.66
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For the program as a wholec, total revenue (cost) grew at a rate
of about 20 percent per year, sales revenue grew at a rate of about
16 percent per year, and the subsidy grew at a rate of about 22 percent
per year. The rate of growth of employment averaged about 6 percent
per year. Because the rate of growth of subsidized leading ﬁersonnel
was less than 5 percent per year, the ratio ofAhandicappcd to suneiw—
visory personnel grew slightly over the period.

The primary patterns observed in Tables ! - 3 can be summarized

in the following statements:

e The growth in total program costs has been very rapid, averaging
about 20 percent per year from 1970 - 1975. '
o The growth in the number of handicapped workers emplioyed has
been greater than growth ipfthe total pbpulation, but not nearly
as great as growth in total program costs. Growth iﬁ.employment
has been about-6~p¢rcent per year.
e Employment growth' in the open-air and administrative projects
has averaged'about 11 percent per year, while that in the
industrial centers has grown by less than ! perceat Lar year.
e The breakdown of total revenue (cost) between the two segmeﬁ:s
of the total program has remained relatively constant from 1970 -
1975. The industrial centers have accounted for about 75 percenﬁ
of total cost in 1970 and ?lfperceht in 1975. Their share of employ-
ment. has fallen from 71 ;;rcent of the total to 58 percent. )
@ Growth in the subsidy component of total program revenue - apout 20
percent per year - has been far more rapid than growth in the
sales revenue compoment - about 16 percent. As ;'resuit, sales
revenue for the total program has ‘fallen from 26 percent of
total costs to 2] percent. For the industrial centers, sales
as a percent of total cost has fallen from 32 percent to 2? percent.
P Costs per worker have doubled over the 1970 - 1975 period.
For the industrial centers, costs per worker rose from 16,000
-guilders to 36,000 guilders over the period. The subsidy per
worker ‘rose from 10,000 guilders to 26,000 guilders. '
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IV. Real Program Growth and fts Burden -- 1970-1975

The patterns of cost and revenué growth shown in Tables 2 and 3
are, as indicated, based on current pricesi'ﬁenéé,rthe magnitude of
growth is, in part, caused by the relatively high inflation rates in
the Netherlands during this period. It is also caused by the-
deliberate and policy-induced-growth in wageg'during'the period —= in
particular growtﬁ iﬁ the minimum wage to which the wage of many W.S5.W.
workers is tied. In Table 4, the growth in four aggregate indicators
of the Dutch economy are shown. Comparison of the growth in these
indicators relative to program growth provides a basis for appraising
the expansion of.ﬁhe-program relative to the economic base which

sustains it. These indicators are:’

~ the legislated minimum wage
- labor cost per worker in the private séctor

~ net national income at market prices

- worker wage income of a modal family'

All of these indicators also show rapid growth during the 1970 -
1975 period. From 1970 to 1975, the legislated minimum wage grow by
97 percent, labor cost per worker by 93 perceﬁt, net national income
by 75 percent, and modal family wage income by 89 percent. These are
to be compared to the growth in costs of the total W.S.W. program (and
both of'itg components) which was aBéut 160 percent during the same
5~-year period. -

In Table 5, the effect of the price increases on .program growth
is largely eliminated. There the growth of certain aspects of the
program is compared to the growth of relevant variables in the economy
as a whole. In columms 1,.and 2, program growth is related to growth in
the economic base of the Dutch econmomy, as represeanted by met national
product. In the first column, total program revenue (cost) is compared
to net national ﬁrodutt from 1970 to 1975. In j970, the total program
budéet stood at six-tenths of 1 percent of net national producf. Over
the sﬁcceeding years, this percentage increased steadily until in

1975 it was over nine-tenths of 1 percent of total production.



Table 4

Growth in Selected Wage. and Output Indicators in the Netherlands, 1970 - 1976

Year Legislated Minimum Wage,| Labor Cost per Worker | Net National Income at | Wage Insome.of Worker in

23 years or wore, July | in the Private scctor | at Market Prices Modal Family

of year

guilders per Index | guilders per Index | billions of Index | guilders per Index

week year guilders per year

year
1970 157.50 100.0 15,335 100.0 105.3 100,0 12,400 100.0
1971 177.90 112.9 17,349 113.1 118.5 112.5 14,300 115.3
1972 198.60 126.1 19,533 127 .4 134.3 127.5 15,800 127.4
1973 227.40 144 .4 22,578 147.2 154.7 146.9 17,680 142.5
{ .

1974 274.80 174.5 26,099 170.2 171.1 162.5 19,700 158.9
1975 310..20 197.0 29,579 122.9 184.5" 175.2 ‘235400 188.,7
1976 339.30 215.4 32,283 210.5

Source: Miunistry of Social Affairs; Netherlands Bank; and Statistisch Zakboék, 1974, Central Bureau of Statistics.
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Indicators of Program Growth.Relative to Growth in Selected Aggregate Economic Indicators, 1970 - 1975

Table 5

.Year | Total Program Total Govern— Subsidy per Subsidy per Subsidy per Subsidy per
Cost as a per-— mental Subsidy Industrial " Administrative | Industrial Adwinistrative
cent of Net to the W.S.W. Center Worker | and Open-Air Center Worker |and Open-Air

) Naticnal Product | Program as a as a Percent | Center Worker |.as a Percent Center Worker

: Percent of Net of Labor Cost as a Percent of| of Modal Family|as a Percent of

: National Product| per Private Labor Cost per | Wage Income Yodal Yamily Wage

Sector Worker | Private Sector Income
. Worker

1970 .62 .46 67.2 72.0 83.1 89.0
1971 .65 .48 74.2 63.9 90.0 77.6
;1972 .68 .50 78.1° 71.2 96.5 88.1
1

11
‘1973 .73 #35 77.8 80.1 99.4 102.2
1974 .83 .62 82.0 70.1 108.6 93.5
1975 .92 .71 86.3 65.1 106.1 © 82.4

_Zg—
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In 1976, it will likely have paésea Eﬁé.onenfcrceﬁi”
growth in this percentage reflects the fact that the program's budget
grew at a higher rate than did the Netherlands wconomy. uch the same
picture is seen in column 2 which shows the ratio of government
subsidies to the program to net natiomal product. That percentage
stood less than ,5 percent in 1970; by 1975, governmental subsidies
were nearly three-quarters of | percent of net national preoduct.

Columns 3 and 4 show the per worker governmental subsidy to
the two components of the program as a percént of the labor cost per
worker in the private sector. This is a relevant compariscon because
the growth in governmental subsidies is closely reizted to iabor costs
in the program. The patterns in the two éomponents of the program is
quite different. For industrial centers (column 3), the per worker
éubsidy was 67 percent of private labor costs 1hv1970.ABy 1975, it had
risen to over 86 percent, The trend in this percentage:. for the open-air
and administrative centers of the programm was in the opposite direction,
falling from 72 percent in 1970 to 65 pcrcent iﬁ 1975, Wnile per
worker subsidies to industrial centers rose faster over this pexiod
than did private labor costs per worker, the per worker subsidies
to the open-air and administrative projects rece more slowly.

The final two columns compare growth in the per worker subsidy
to growth in worker wage income in the modal family. iIn 1970, 83 percent
of this wage income was required to support the subsidy payment for ome
industrial center worker. This percentage rose rapidly in the 1970's;

by 1975, it took all of the worker gross wage income in a modal family .

plus 10 percent of such wage income in a sccond family to support the -

subsidy for ome industrial center worker. While this burden was higher

for the open—air and administrative centers at the beginning of the
period (89 percent), it first rose to 102 percent in 1973 and then fell.

In 1975 it stood at about 92 percent. This pattern reflects the same

“ divergence as shown in columns 3 and 4 and Table 3.

In sum; then, the growth in the program was substantially greater.
than the growth in the Dutch economy over the 1970-1975 period. As a
result, the economic burden of the program increased —— by 1976 the
program’'s budget was over | percent of net national product. This
increasing burden-is attributable primarily to: the' rapid growth in per
worker costs and subsidies in the industrial centers- component of the

progran.



- 64 -

This 1s so even though cmployment in the open—air and administrative
centers component grew faster than employment in industrial centers.
By 1975, it took 110 percent of the worker wage income in a modal

Dutch family to pay the subsidy for ome industrizl ceuter workez.
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CHAPTER IV

THE INDUSTRIAL CENTERS PROCRAM IN 1970 -- A PROFILE

In this chapter, the segment of the W.S,W. progfam organized as
industrial centers will be described and analyzed. Our purpose in this
discussion is simply to describe in detail the structure of the pfogram
and its characteristics. A second purpose is to eveluate the effective-
ness of the program in achieving its objectives, and to observe the
variance in effectiveness among the various centers. Finally, some
estimates will be made of the determinants of program performance.

In this analysis, the phenomena which determine why some centers appear

to perform more efficiently than others will be explored.

All of the data employed in this analysis were cbtainéd from the
Ministry of Social Affairs. They were collected by the office of the
Director-General for Social Employment as par:i of the annual statistical
report which is required of each center by the Ministry. A

A part of those datz were cbtained in tabular form from the
Ministry; Additional raw data were collected from the detailed
statistical reports submitted by the centers. Because rhe data for

the annual reports of the Ministry, Resultaten EaquBte, are obtained

from center reports based on observations tzken at the end of each
year, there are some small discrepancies in some of the variables
between that publication and che data supplied by the Ministry. These
latter data are calculated as averageé over the year. The magnitude
of these discrepancies is sufficiently small that the éenerai patterns

reported here will not be altered in any noticable way.

I. The Dimensions of thé Program in 1970

In 1970, the industrial centers program consisted of 17) work
places, which employed 32,314 workers including the sick (or 26,922
workers, excluding the sick). Hénce, the zverage center cmployed 189

workers.
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Table 1

Distribution of Industrial Centers, by Wumber of Workers (including

the sick), 1970

Number of W.S.W. Average Number Average Number Sick Percent- Number of
Workers (in- of Viorkers (ex— | of Workers (in- | tage Centers
cluding the sick)| cluding the sick)| cluding the sick)

less than 25 15.0 , 19,0 .21 1

25 -~ 50 31.8 37.6 15 10

50 - 75 5.9 61.0 15 23

75 - 100 - 72.5 86.3 16 21

100 - 125 © 96.2 ' ' 112.9 15 25

125 - 150 113.5 135.7 16 .17

150 - 175 135.6 161.1 ’ 16 1

175 - 200 159.3 " 183.1 13 ’ 12
200 - 250 ) 183.7 221.8 17 15
250 ~ 300 1230.4 279.4 18 ' 8 ‘
300 - 350 269.3 315.0 15 ' 4
350 - 400 307.7 372.8 17 6
more than 400 576.3 , '707.3 19 14

Total 189.0 16 171

In Table 1, the size distribution of centers, by number of workers
including the sick, is presented. The smallest center had less than
'20'workgrs; the largest, over 1000. Over one-half of thé centers
employed between 50 and 150 workers. On the other hand, nearly a
third of the workers werc employed in certers with more than 400

employees. ) ] .
Of the 32,000 workers, 16,737 had some form of mental handicap.

This is 52 percent of the total. Mental retardation characterized

most of the mentally handicapped; 11,617 non-sick workers were mentally
retarded, This accounts for 36 percent of total employment.
The centers often contain special facilities to aid the handicapped

workers. These inelude both mental and physical testing and training
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facilities. 65 of the 17) centers - thirty-eight percent of the
total - had mental testing and training facilities. Only 20 centers
had physical testing and training facilities,

Two additional characteristics of the centers are relevant
tuv the success of their activities. The first relates to the presence

of a non-govermmental body or association which oversees the functioning

of the center. Over 60 percent of the centers —-- 102, by count --
had such an organization. The second characteristic has co do with -
the presence of an organized arrangement for the director-oi a

center to consult with the workers on issues of working arrangements

and so on. Such a consultation body was present in 150 of the 171
centers. '
Considering the entire 17] industrial centers as a single

program, it is of interest to inquire into the finamciz) struc:ure

of the entire program. In Table 2, the total costs of the pregram

-—~ all 17] centers — is stated, aloag with the composition of these
costs. In total, the 171 centers spent about one-half billion
guilders in 1970. Of this amount, nearly 60 percent (293 million
guilders) was spent for wages and associated costs for the program
participants. Kearly 90 million guilders was spent to pay the salary
and other costs of the staff and supervisory workers. These two
salary cost items account for over three~fourths (76 percent) of the
total costs of the centers..The other:major cost items are for
materials and sales (48.9 million guilders) and for facilities (28.8
million guilders). Together these items accounted for 16 percent of
total costs.

In the final column of Table 2, the cost tomponents are stated
in per non-sick worker terms. In total, the costs of the centers were
about 18,500 guilders per worker., Nearly 11,000 guilders per worker
was accounted for by the cost of employing the workers themselves;
that is, their wages and associlated costs such as social security
preniums. The staff and supervisory costs totalled about 3200 guilders
for each non-sick W.S.W.worker employed. These staff and supervisory
éosts are 30 percent of the W.S.W. wage costs. That is, for every
guilder paid out for W.S.W. worker salaries, 30 cents was paid out
for the supervision of the worker and for other staff costs associated

with the program.
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Table. 2

The Cost Structure of the Industrial Centcers Program, 1970

Cost Category

guilders
(in millione)

perceat of
total

puildery per

! PO S D
DOO™PLCK WOLKEY

\
}

Wages and Other Employwent
Costs for W.S.W. and Related
Workers

Transportation Costs

Staff and Supervisory Costs
Medical Care Costs
Materials and Sales Costs .
Facility Costs o
Depreciation Cocts

Interest Coszte

Other Costs

Total

2928
134
85.9
1.6
48.9
28.6
4.8
5.1

16.4

497.8

58.8
2.7
17.3
.3
9.8
5.8
1.0
1.0
3.3
100.0

10,876
497
3,191
59
1,850
1,070
178
189
609
16,490

o ————

Table 3 depicts the structure of revenues in the industrial

centers program. Total revenue (defined to be equal to total costs)

is nearly one-~half billion guilders, Fifty two percent of this total

was covered by the basic government subsidy; sales revenue of 160

million guilders covered 32 percent of total costs. Stated in terms

of guilders per non-sick worker, the basic government subsidy was

ﬁearly 10,00C guilders per worker. Sales revenue accounted for nearly

6000 guilders per year pér worker. The basic national subsidy per

worker, it should be noted, is only about 1000 guilders less than the

wage costs per non-sick worker. Municipality subsidies covered less

than 500 guilders per non-sick worker.
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Tatle %

The Revenue Structure of the Industrial Centers Program, 1970

Revenue Category

guilders

perceat of

guilders per

(in willicns)| total non~-sick worker
Basic Government Subsidy 260.2 52.3 5,665
Other Government Subsidy 60.9 - 9.5 2,262
Municipal Subsidy 12,2 5.2 453
Sales Revenue 159.6 ‘ 32.¢ 5,625
Other Revenue , 4.9 1.0 182
Total 497.8 160.0 18,491

II.'Does the Size 5f Center Mattef?

From this overview of the dimensions of the 1970 program, let us
move to a consideration of some of the relationships within the
industrial centers program. In this section, we will relate several
characteristics of the program to the size of the individual centers
to determine if a relationship between size of center and these
variables exists. The characteristics which are related to the size
of center are both non-financial (e.g., the ratio of mentally handicap-
ped to all workers) and financial (e.g., the sales revenue per worker).

In Table 4, a series of non-financial program characteristics &re
related to center size. Table 5 relates a few financial variables to
center size.

From the data presented in Table 4, what can be concluded? First,
with respect to the concentration on mentally handicapped or mentally
retarded, no strong pattern exists by size of center. The larger
centers (those above 250 workers) show only a slightly higher teadency
to employ such persons than do the smaller centers,(thogc below 125

workers). This slight pattern is somewhat stronger for mentally retarded



Table 4

Avérége Values of Selected Non-Financial Program Characteristics by Size of Ceamter, 1970

Nuzber of non-~sick Ratio of Ratio of Ratio of Ratio of Ratio of Ratio of
W.S.¥W. workers mentally mentally centers with | centers with centers with| centers with
handicapped | retarded to Non-governm?n— mental training| physical a worker
all workers [ tal Sponsoring| ro'total training to | consultation
Grganization total body to total
_to total
" less than 25 .21 0 1.0 0 1.0
.25 - .50 .50 .30 .60 0 .70
50 - /15 - .55 .38 .57 04 0 .87
75 -1100 .45 .35 .62 .14 0 .81
100 - 125 .50 .37 .64 .36 .12 .92
125 - 150 .49 .34 .59 .18 .06 .76
150 - 175 ’ .55. .37 .67 .53, .20 1.0
175 - 209 .60 .46 42 .67 0 .92
200 - 250 o5l .35 .67 .67 .07 .93
250 - 30¢ 47 .31 .75 75 <25 1.0
300 - 350 .65 46 .50 1.0 .75 1.0
350 - 400 .51 - .35 7 .50 .17 .83
400 or more .51 .34 .64 .71 .43 .86
Mean .52 .36 .60 .38 .12 .88

_OL..
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than mentally handicabped workers. For both variazbles, the highest
percentage in a class interval appears in the 300 - 350 worker
class. Centers in the 175 ~ 200 range also have a high value for
the mentally retarded. '

Second, the smaller centers appcar to have a slightly larger
probability of having a non—governmental spomsoring organization
than do the large centers. The centers with the lowest ratios are
the 175 - 200 and 350 —.400 classes with ratios of .42 and .17,
respectively. The mean is .60. ‘

Third, the presence of both mental and physical testing and
training centers is strongly related to the size of the center, with
larger centers being far more likely to have such facilities than
smaller centers. For example, only 1 of the smallest 34 centers has
mental testing and training facilities, while 23 of the largest 32
centers have such facilities. None of the smallest 34 centers had
physical testing and training facilities, while 12 of the largest
32 centers have these facilities.

Finally, the larger centers are somewhat more likely to have a
consultation body than are smaller centers, altnough the relationshiﬁ
is not a terribly strong one. Thus, the median ratio is .82 for the
smallest 5 class intervals, while it is .93 for the largest 5 classes.

The relatioaship of selected financial variables to center size
is shown in Table 5. First, the W.S.W. wage cost per worker Qariable
appears quite constant across the size distribution of centers. Beccuse
of the close dependence of the basic and municipal subsidies on W.S.W.
wage costs, thig variable too is quite constant over the distribution.
If anything, a slight tendency of this variable to fail with cenﬁef
size is indicated. The same cannot be claimed for the staff costs
per worker, These costs decline from about 4000 guilders for centers
of less than 75 workers to about 3000 guilders for the larger centers
sizes. With the exception of the 250 - 300 range class, all of the
classes above 100 workers have an average eqhal to or less than the
mean of 3200 guilders per worker. The lowest cost -~=2900 guilders —-

is registered for centers in the 350 - 400 worker class.
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Teble 5

Average Values of Selected Financial Program Characteristics by Size

of Center (000 guilders)

Numb2r of non—sick W;S.W. wage | Subsidy.-per | Staff cost | Total cost | Sales Revenue
W.5.W. workere cogst per worker per worker |per worker | per worker
worker
less than 25 14.3 ‘ 14.2 7.1 28.3 13.8
25 - 50 - - 1.7 11.8 boh 20.6 5.1
50 - 75 10.8 10.9 3.7 20.4 T 7.
75 - 100 ©11.0 10.8 3.3 19.9 . 6.8
100 - 125 11.0 10.9 3.0 17.9 5.9
125 = 150 10.8 10.6 3.0 18.0 5.8
150 - 175 11.0 11.9 3.2 18.4 6.0
175 - 200 10.3 10.6 : 3.3 17.9 5.8
200 - 250 11.2 1.2 3.0 18.5 5.6
250 - 300 11.1 10.9 3.7 18.8 ‘ 4.9
300 - 359 10.9 ‘ 10.8 3.2 17.6 5.2
350 - 400 11.2 10.9 2.9 17.6 5.0
400 or more 10.7 10.0 3.2 18.6 6.3
Mean 10.9 10.6 3.2 18.5 5.9

The pattern of staff cost per worker is reflected in the total
cost per worker variable, Only the smallest 3 centers have costs in
excess of 20,000 guilders per worker, compared ﬁo an average cost of
iS,SOO guilders. Coste per worker appear to decrease strongly, until
a size of 100 workers is attained. From 100 to 300, average costs per
worker hovers sround the mean of 18,500 guilders. From 300 to 400
workers, per worker coséa are the‘lowest - 17,600 guiiders ~— and beyond
400 workers they again increase to above the mean value.

Largely because of the staff costs per worker variable, then,
the costs of the centers, per worker, has a shallow U~-shape. Per worker
costs decrease at first, then remain relatively constant over a sub-
stantial range, and then increase to above the mean for the very largest

centers.
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Like the steff end total cost per worker variables, sales
revenue per worker also decreases with the size of center,-- at least

up to the very largest center sizes. The decrease is the sharpest

up to center size of about 100, From 100 to 250.workers, sales per worker

decline glightly, but hover in the 5600 guilder to 6000 guilder range.
Centers employing from 250 to 400 workers have the lowest sales per
worker, averaging about 5100 guilders per worker (compared to a mean
of 5900 guilders). The largest class —=centers with more than 400
workers — has average sales of 6300 guilders —--a performance which
is above the mean. _ ‘ '

The data in Table 6 focus more clearly on center performance
and, hence, address more directly the question of whether the size
of a center matters. In Table 6, seven indicators of center performance
are presented for classes which span the distribution of center size.
These indicators are defined in Appendix C -- as indicated there, each
indicator ceptures an aspect of economic performance which may be

of interest in mzking an overall evalustion of efficiency or effect-

iveness. The best porformance for each iudicator is noted with a 2.

The indicators in Table 6 are:
1. Opbrengsten-kosten ratio
2. Gross’ Deficit per worker
3. Netto-opbrengst per worker
4, Social cost pef worker
5. Sales as a percent of social cost
6, Staff wage cosf as a peréént of W.S.W. wage cost

7. Staff wage costs as a percent of Sales

The first indicator —- the opbrengsten-kosten ratio -- reflects

the extent to'which sales revenue in excess of materials and sales
costs is able to cover those center costs which remain after the basic
governmen£ subsidy and miscellaneous sources of revenue. The higher
this ratio, the larger the contribution of sales to remaining costs-
Excludirg the smallest class interval which contains but a single
center, the highest ratio (.71) is for the centers with 100 to 125
cmployeés. The 1owest'rétios are for the very smallest (.43) and very
largest (.54) centers. There appears to be a tendency for this ratio

to fall with centcr size —— 4 of the 5 top classes have an opbrengsten-

kosten ratio below the mean for all centers.



Table 6

Selected Performance Indicators, by Siza of -Center, 970

Number of non-sick

Opbrengsten-|

Deficit per

Social cost

Netto op- Staff wage | Sales as a|Sales as a || Average
W.S.%. workers Rosten ratio|l worker (00C|brengst per|per worker costs as a | pexcent of|percent of |{ Rank
guilders) |worker (000( (000 guilders) percent of | social staff wage {(Rank)
guilders) H.S.9. wage| costs costs
costs
Less thaa 25 .91 -.10 13.70 =.10 50 101 200 -
25 - 50 ' .43 3.39 3.86 3.74 38 60 82 11.4012)
50 - 175 .61. 1.46 4.90 * 1.72 34 79 156 5.2( 8)
75 - 100 -.59 2,22 - - 4,23 2.10 0 78 175 7.10 7
100 - 125 g1 * .93 % 4.64 92 % 28 87 * 175 1.8C 1)
125 - 150 .66 1.42 4,19 1.29 28 85 164 4.0( 3)
150 - 175 .64 1.20 4,33 1.25 29 83 179 3.2( 2)
175 - 200 .62 1.52 4.35 1.73 33 73 130 7.7( 3)
200 - 250 .57 1.79 3.55 1.74 27 76 154 7.9(C 9)
250 - 300 .48 2,82 3.62 2,82 i3 64 128 10.6(11)
200 - 350 .68 1.30 4,22 1.32 29 79 156 4.6( 4)
350 - 400 .60 1.37 3.80 1.27 26 * 78 149 5.6(°5)
400 or more .54 2.13° 3.64 1.68 28 72 123 8.6(10)
Mean .61 1.70 . 4,28 1.70 30 78 147

- Yl -
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The deficit per worker -—-defined as total center costs per
worker less revenue from sslen, the municipal subsidy, the hasic
national subsidy and other income sources~-1is shown in the second
column of Table 6. In this case, the lowest value indicates the best:
performance. Again neglecting the smallest class interval, centers
in the intervel 100 to 125 workers have the best indicated performance
<-an average deficit of 930 guilders per worker. The centers with

the largest deficit are those with from 25 to 50 workers (3,390

guilders) and from 250-300 (2,820 guilders). Three of the 5 largest

class intervels have a deficit per worker in excess of the average
of 1700 nu1lders.

The third column present the netto opbrengst per worker. This

figure represents the number of guilders in sales revenue which is

in excess of the materials costs of the center. This remaining revenue .
can be uged to defray othor non-gubsidized, non-materials costs in-
curred by the center. For the prcgram as a whole, the netto-opbrengst
was 4280 guilders in 1970. The class interval with the largest nctto
opbrengst is that with 50-75 workers. Its value of 4900 guildere iz
only slightly in excess of the netto opbréngst of ;he centers in the
interval of 100-125 workers (4640 guilders), which interval had the

highest 'score on the previous two indicators. Using this indicator,

center performance again appears to decrease as one moves from smaller

to larger centers. The netto opbrengst of all of the 5 largest class
irtervals is below the mean.

The fourth indicator is the SOC181 cost per worker. This value

. reprcsents the number of guilders of real resources which the citizens.

of the Netherlandg contribute to the W.S.W. industrial centers program,
again expressed on a per worker basis. Again, excluding

the smailost clans interval, the best performance is indicated for
centers employing from1]00-125.v;rketa, in which the gocial coat- per
worker is 920 guilders. The worst performance was for centers with

from 25 to 50 workers (3740 guilders) and from 250~300 workers

(2820 guilders) Although three of the largest 5 classes have social
costs per worker in excess of the avarage, the.tendency for performance
to decrecase with center sire is not as pronounced with this indicator

as with some of the others.
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The final three columns of indicators &re based upon the relation=
ship of various cost and revenue componenta of the centers. The first

{ these indicators is the relationship of ‘staff wage costs to W.S.W.

wage costs. Because large relative administrative and supervisory
costs may be an indicator of inefficiency, a low ratio may indicate
cfficient. performance of a center. On average, staff wage costs are
30 percent of W.S.W. wage costs. The class intervals with less than
100 wvorlkers have relatively high values for this indicator -~all of
them are sbove the mezn. The lowest value is recorded for the centers
with 250-400 workers. There is some tendency for this ratio to fall
with center size-24 of the 5 largest class intervals have an indicator
value which is below the mean.

The final two columns of indicators relate sales revenue to various

cost components. The first column shows sales as a percentage of social

costs, Those centers with high values for this indicator display a

relatively high degree of. success in-diminishing the taxpayer's burden

-

sing revenue through product sales . The highest ratios

e

vy ra
are indicated for the centers hiring from 100 to 175 workers. While
the mean value of this indicator is 78, all of the class intervals

in the 100-175 range have values in excess of 83. The lowest values
are found for the very smallest centers and for the largest. Of the
six largest classes, only one has an indicator above the mean for the
entire program.

In the last column of indicators, sales revenue as a percentage

of staff wage costs is shown. This indicator is a more limited version

of the previous indicator, using as the denominator only one component
of social costs. The best performance on this indicator is for centers
in the 150-175 worker range. The centers in this range raise sales.
revenue equal to 179 percent of steff wage costs. Centers in the 25-50
range have an indicator value of 82: these centers fail to cover even
staff tosts with pales .revepve. Again, the largest cemters appear to .
have poorer.performance than the average. Of the largest six claas
intervals, three have an indicator far below the mean value of

147, while the other three have indicator values at or slightly above

the mean.



The final cojumn in Table 6 presents the average rank of the
classes among the seven performance indicators and, in parentheses,
the ranking of this average. The higher the average and the rank, the |
better the performance of the class interval over the geven performance
indicators. The ranking on each indicator excluded the lowest class
interval, as it contains but a single center. As can be seen in that

column, the clesses with the highest ranking represcnt centers

“emploving from 100 to 175 workers. The three classes in this range

have the top three rankings. The smallest class has the worst ranking
(12) end the largest class ranks 10th out of 12. With the exception

of centers with from 300 to 400 employees the low rankings of 8, 9, 10,
and 11 out of 12 telong to the classes rcpresenting the largest center
eizes. The pattern of performance reduction with larger center size,

noted often in the indivicdual indicatore, seems verified in this over-

‘all indicator. ) :

"III. Does the Province Matter?

In the previous section, the relationship of selected non—financial
and financial progrem variables to center size was shown. In this
sebtion, the relationship of some of these same variables to the.
province in which a center is located is identified. In addition, a
few additional variables are related to the prov1nce of center locatiom.
These relationships are shown in Table 7.

The non-fﬂnancxal charactcrlstxcs--center size, mental handxcap
Lntenqlty, and worker quelification level-— are shown for each province
in the first threz coclumna. On average, the largest centerc are foLnd
in Limburp (252 workers) end Drente {234 workers). Friesland has an
average center size (119 workers) which is far below that of the other
provinces. The highest concentration of mentally handicappéd workers
is in the centers in Utrecht, which have an average ratio of .69 compared
to a total program average of .52. Limburg again stands out in this
dimension; it has by far the smallest concentration of mentally handi-
capped workevs of any pTovincé -- only 31 percent of the workers in the

Limburg centers are mentally handicapped. The pattern of mental handicap




Table 7

Avcrage Values of Selected Program Characteristics, By Province, 1970
Province ) Average size Ratio of | Ratié of A:ﬂragé Aferége’ Total cost Szales
of center (nq. mentally-*- - | workers above |{W.S.W. cost| Staff cost per worker revenue per
of workers, in- | handicapped | wage grocp I |per worker per wdrker| (000 guilders)| worker (000
cluding the to all to all workers| (000 (000 guilders)
sick)’ workers . guilders) | guilders)
Groningen 212 .53 .61 10.6 3.5 19.2 G.4
Friesland . 116 +55 .58 10.7 3.7 19.6 6.6
Drente 234 .56 .66 10.8 3.2 18.1 5.7
Overijssel 194 .57 .59 10.9 2.8 16.8 4.0
Gelderland 175 .53 .50 10.8 3.2 18.7 5.0
Utrecht 191 .69 .34 10.0 2.7 15.1 - 4.0
Boord-Holland 143 ©.53 .34 10.0 3.1 17.2 4.7
Zuid-Holland 195 .61 246 10.9 3.2 17.9 4.7
Zeeland . 178 .46 .€0. 11.8 2.7 18.2 - 5.1
Yeord-Brabant 130 .53 .62 11.2 2.7 18.5 6.5
Lizburg 350 .31 .79 11.6 3.8 21.5 9.5
Mean 189 .52 10.9 3.2 18.5 5.9

._|8L...
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intensity is inversely related to the percentage of workers above
wage group I. Hence, Limburg has the highest qualification ratio
— .79 — while Utrecht and Noord-Holland have the lowest -— .34.

The next three columns of Table 7 present the pattern of cost
variables over the provinces. As woulu be expected, ne @verage wage
cost is highest for those provincee with the mosu auélificd w@rkers
(highest percentage of workers above waze grov ‘L) and lowest for
those provinces who are the least qualified. ?husr Lizburg has the
highest average W.S.W. cost per worker (11,600 guilders) aund Utrecht
and Noord-Holland the lowest (10,000 guilders).

Interestingly, even though Limburg has the most highly qudll.Led
workeré, it also has the higheet average stafi cost por worker =—-
3800 guilders. Utrecht, Zeeland, and Foord-B rabant zll have very low
average staff cost per worker-- 2700 guilders. Utrecht's low staff
cost is, in addition, combined with the highest dverage percentzze of
handicapped workers. 4 '

The pattern of total cost per worker closely parailels the pattern -
of staff costs per worker. Linmburg is the highest with a to:a1 cost
per workgr of 21, 500 guilders. This compares with the wean value of
18, 500 pu;]de;s ner~;6rkgr and. a-low value among the pronhces of s
15,100 per worker for Utrecht.

The final celuma in the table presents the sales revenue per
worker raised in the various provinces. Again, Limbufg stands out.

Its average sales revenue of 9,500 guilders per worker is 3000 guiliders
higher than the next highest province (Frieslznd). Tae lowest sales
revenie per worker-- 4000 guilders--;was raiseé by the centers in
Utrechkt and Overijssel. '

A few comuents on these patterns. First, Liéburg has an extreme
velue on every ons of the indicators shown. Ceaters-inm that province
are the largest, have the most qualified and the least mentally
handicapped workers, the highest staff and total costs, and the '
highest sales revenue per worker. Conversely, Utrecht ranks at the
other end of the spectrum on almost all of the varizbics. This raises
quéstions of'whether'some of these patterns persist among the centers
generally. In particular, why should centers with the most quuiified

workers require the highest staff and total costs per workhr? hnd,
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vhy chould ceaters with the highest sales revenues per worker appear
to have the highest staff and total costs per worker? Do large sales
revenues induce a relaxation in the control over staff expansion, or.
do high costs per worler stiwulate sales activity, or is there no
causal relstionship? These patterns will be investipgated further im
the analyses of the individual ceanter data.

Table 8 presents the variation by province of the seven perform—
ance indicators anzlyzed in Table 6. These indicatorg incorporate a
number of relationshipe between financial and non-financial center
charanteristics, and each reconds some aspecct of the economic perform-
ance of a center. '

The data in the tzble are largely self-explanatory. The entries with
a % are those with the best performance for the particular indicator.
The primary provincial pattern ic summarized in the final columm which
sho?s the averaée renking of eech of the 1] centers among these seven
indicators, and the rankiné of thece avereges. The twc southern interior
provinces, Limburg and Noord-Diabant, rank firs; and second, respectively,
in the average performance ranking. In.particular, the performance of the
centers in Limhurg is of note. On six of the seven performance indicators,
Limbprg ranked first, typically =zubstantially higher than the center
ranking second. Utrecht ranks third, only slightly below Noord-Brabant.

The regions with the worst performance are Gelderland and Noord-

_Hollend, with Zuid-Holland's performance being only slightly better.

A few of the statistics in the table should be noted. First, the
social cost per worker varies significantly-among the regions. In Limburg,
the,soc?al cost per worker is virtually zero. At the other end of the
scale, the average worlker in Fricsland imposes a social cost over 2500
guilders. Second, the variation in the ratio of sales to the cost of
W.S.¥W. employment is substantial. Waile sales barely cover staff costs
in *the centerz im Moord-Hollend (llz_peicent);'thoy'are wore tﬁan double

steff coste in Linburg (227 percznt).




Selected Performance Indicators, by Province, 1970

Table 8

Province Opbrengsten—| peficit per | Netto op- Sccial Staff wage | Sales as | Sales as Average Ranx

Kosten . worker (000 | brengst per| cost per costs as a | a percent| a percent (Rank)

Ratio guilders) worker (000| worker (000| percent of | of social| of staff .

: : guilders) guilders) W.5.W. wage| costs waze costs
' costa

Gzoningen .62 2.00 4.75 2.21 35 78 182 5.79( 6)
Friesland .57 2.21 4.21 2.51 36 74 167 8.57( 8)
Drente © .69 1.10 4.30 1.58 31 77 161 5.07¢ &)
Cverijssel .54 1.68 ©3.51 1.52 25 77 143 6.86( 7)
Gelderland .55 2.30 C 417 2.34 32 72 141 9.14(1C.5)
Utrecht .7 .75 4.00 .85 28 85 152 4.00( 3)
Hocrd-Holland .53 2.11 4.27 2.14 33 €9 112 9.16(15.5)
Zuid-Holland .58 1.81 3.88 1.69 30 75 132 £ 9.02( 3
Zeeland .59 1.62 3.77 C1.47 23 * 76 175 5.24( 5)
Foord-Brsbant. .69 1.07 4.30 1.10 25 88 182 3.6:( 2)
Limburg .81 61 X 5.93 % a9 % 29 95 ¥ 227 ¥ IRRYIE)
Mean .61 1.70 4,28 1.70 30 7% 147

—1.8-
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TV. Some Regression Results

While the evidence of the two pfevious sections indicates that
both center size and province are iwportant in éxplaining center .
performance, it is not possible to make definitive statements about
these relationships from such croes tabulations. Because some provinces
have larger centers on average. than other provinces,” for example,
it is possible that the tabulated éifferences among provinces might
well reflect: center size rather than the effcct of the province.

One procedure to raducs this preblem is to subject the detailed data
to multiple regression avalysis. Through this statistical technique,
the influence of wvariables on center pefformance can be measured
independent of the effect of other .variables.-

In Teble 9, the resulrs of 7 multiple regression analyses are
shown ~- one regression for each of the performance indicators presented:
in Tables § and 8, In each regressien, the variation in' the perform-
once indieator is related to eix variables which might be expected
to influence performance, Each regression was run on the deta for -the

171 centers in the program in 1970. The six explanatory voriables are:

« Province
. The size of the center (pnumber of. non-sick workers)
. Percent of mentally handicapped workers

1

2

3

4. Sick percentage

5. Percentage of workers above wage'catcgory I
6

. Presence of 2 consultation body for workers

Let us describe briefly the results yielded by these regressions,
proceeding seriatem through the six independent -variables.

First, the effect of province. We have already seen that the
centers in some provinces seem to have a better average performance
than the centers in other provinces. In the regression, the provinces
are entered in dummy varieble form, with Groningen being the omitted
province. Hence, all of the coefficients on the provinces are stated
as deviations from the value for Groninpgen. In the first column, for

example, the coefficient for Friesland is -,074. This weans that,

holding.all the other variables in the regression comstant, the estimated op-

brengsten-kosten; ratio of the ceaters in Friesland js .074 smaller than the

»otio for Groningen. Similerly, the opbrengsten~kosten ratio for Utrecht



Zable 3

Regression Results Explaining Center Performance, 1970

Ezplanatory Opbrengsteny Deficit per |Nestto op- Gross Bocial Staff wags Sales as a Staff wage
Verisble kosten worker (0G0 | brengst per [cost per. costs as a perceat of costs ar a
ratio guilders) worker (CO0 lworker (000 percent of social costs | percent of
guilders guilders) W.S.W. costs salrs (%)
Groningen - - - - - - -=
. Friesland -.074 +.228 -.925 +.266 “+.0043 -.0474 - +.067
Drente +.072 -.957 -.388 -.651 -.0453 . +.0026 +.075
Overijssel -.096 -.399 -1.478 ~.950 -.1074% -.0120 +.178
Gelderland -.036 +.088 "-.158 -.095 | -.0304 -.0019 +.069
Gtrecht +.158% -1.349% +.091 -1.747% " ~.045] +.1792%% -.057
Foord-Holland -. 0644 -.229 +.062 404 -.0186 -.0197 4,207
Zeid-Holland * -.006 -.390 ~-.429 -.743 -.0493 +.0302 +.118
Zecland -.042 -.334° -1.035 -.755 -.1216™* -.0178 +.023
. Kooré-Erebaat _+.057 -.935 -.563 ~1.1047 -.10217% +.,0922 +.020
Limburg +.175% -1.679%% +.832 -2.025™% -.0577 +.1857%% -.054
Eurbax of workers --.OCOZmk +.001) —-.(-30181t +.0003 -.00004 —.0602 +,06002
Z Mentally handi- +.0004 - -. (201 +.0028 + .00:S +.0095 -.0007 -G0S
capped B o -
Sick perceatage | -.0008 +.0661% +.016 +.0208 +.0006 -.0007 s oo™
1 Above woge group I +.0025°% -.0125% +,020™ | - 0i33% +.0004 +.0036™% -.007""
Comsultation body | +.0891 ~.4342 +1.012% ~ 1534 +.6176 +.0627 - 1318
Coustant 4163 <2342 2.055 2.724 " 2856 .5644 1.Go7
R2 (correctad) .18 .05 .1 .05 .02 .71 .20
+ Note that the regression was run on the inverse of the variable displayed in Tables

6 and 8,

.- €8 -
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is, on avcrege, .158 higher than the ratio’ for Groningen, When a
cocfficinnt has one % behind it{ it means that the eptimate is
stetistically significant with .9 probabiiity ~~that a coeffiicient
of that magnitude would occur by chance only once out of ten times.
A coefficient with two x'indicates that the coefficient is significant
statistically with .95 probability.

Fér nearly all of the indicators, the results suggested in our
previous tabulaticns are verified here. Limburg, for example, has
the right sign on the coefficient in all seven cases, and in 4 of
the 7 cases the coefficient is significant with .95 confidence. Utrecht, -
too, has the proper sign on the coefficient and in 4 of the 7 cases
the coefficient is significaﬁt with .9 probability. The case of
Noord~Brabant is interesting, however. In our tabulations in Table
8, this province ranked second ~-just after Limburg--in terms of
its performance. However, vhen otlier variables ere entered into
coasideration, the sign on Noord-Brabant is as would be expected in
but 5 of the 7 cases:and in only 2 cases is the coefficient significant

at the .9 probability level. One would have to conclude that when all

‘of the other factors are tcken into consideration, Utrecht --not

Noord-Brabant ~~has the second best performance.
In Table 8 -the worst performing provinces were Gelderland,

Noord-Holland, and ZuideHolland. In the regression analysis, Gelderland

.has the expected sign in 6 of the 7 cases, but in no case is it statistic-

ally significant at the .9 probability level. Noord-Holland, however,
has the expected sign in only 3 of the 7 cases, and again none of the
coefficienés‘are statistically significant, When the other factors

are taken into consideration, Noord-Holland's performance is not as

bad as its rank in Table 8 would indicate. The szme is true of Zuid-

- Holland, 3in which the sign on the coefficients is as expected in, again,

only 3 of the 7 cases. The situation is just the opposite for Friesland.

In Table B, Friesland ranked 8 out of the !l provinces. In the regressgion

analysis, the sign on the coefficients indicates low performance on all
seven of the indicators. And, even though no statistical significance
is showm, the size of the coefficients indicates that the performance
{5 in mozt cases below the other provinces. Tsaking the other factors

in the regression into account would sppear to move Friesland below
Celderland and Noord- and Zuid-Holland .in its performance.
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In Table 6, it was observed that sizé of 'canter tended to be

inversely related to economic perfermance, The regression analysis
confirms this. In six of the seven cases, the sign on the cocfficient,
number of workers, indicates thig inverse rclationship. The only '
exception is for staff wage costs as a percent of W.S5.W. vage costs.
Moreover, in two of the six cases with che exsecied signm the co-
efficient is statlst1ca11y u1gn1f1cant with at ieast .9 probability.
The relat10nsh1ps of the other varlgbles to performance can be

sumuarized briefly. The mental handiéap intensity is, surprisingly,
1

pocitively related to ceuter performance in foux of the seven cases,

though in no case is the coefficient statisticaily sigu ':'canL. The

sick percentage is, as cxpected, negatively related to cemter perforu=

ance in 6 of the seven cascsww and in two cases it is statistically
significant at the .9 level. This would seem to be en important
variable in determining center performance. Another important variable

is the percentage of workers sghove wage group I. In 5 of the 7 cases,

this variable is positively related to performance and in all cages
the coefficient is statistically eignificant at the .9 Level., Ia onc
of the two cases where the sign on the coefficient is not &3 expected

-~-gtaff wage costs as a percent of sales~~ the coefficient is significant

as well. Finally, the presence of a consu1tat101 body for workers seems

to be -an important varlable. In 6 of the seven regressions, the signs

on the coefficient indicates that the presencc of such & body contributes
to center performance, and in 3 of theléix caseg the, coefficient is
statistically significant at the .9 level. _

As caa be seen in Table 9, the explanation of the variauce in
performance is much better in some of the regressions than in othercs.

The exteat of variance explalned is given by the R2 statistic. In three
cases ——:the opbrengsten-kosten ratlo, sales as a pé}ccnt of social costs,
and staff wage costs as’'a percent of sales--gzhout 20 percent of the
variance in performance is explained by the variabies in the regression.
In the remaining regteséions; about 10 percent or less of the variation
in performance is explaiued Ly the six indepaadent vuriables.

The regression coefficients presented in Table 9 indicate the
dircction of the relationship between various indicators of economic
performance and six center characteristics which are hypothesized to
influenge performanéc. Table'9 also indicates whether these relationships

are statistically significant or not. However it is difficult to determine
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how responsive center performance is to changes in these indepondent
varisbles. This degree of responsiveness is indicated in Table 10

for the four regressions with the highest Rz, for all of the
variables except region and presence of a consultation body. The
estimates in this table are, in effecl, simulations suggesting what
would happen to mean center performance if the values of the independent
variables are changed from their mean values by certain specified
amounts. . ] .

The first coluwn of Table 10 shows the mean valucs of the
independent variables and bf the four performance indicators which
Vere'dependent variables in the regressions. The next five columns

are the simulated effects:on mean center performance from altering
the independent variables one at a time. Hence, in the first of these
columns the simulated -effect on the performance indicators of

doubling the mean size of centers while keeping the mean values of

the other independeﬂﬁ variables fixed. It shows, for example, that

if the mean center size &as raised from 157.4 to 315 non~sick workers,
the opbrengsten-kosfen ratio of the mean center would fall from .6!

to .58 and the netto opbrengst per worker of the mean center would
fall from 4280 guilders to 3996 guilders. Similarly, the second

of these columns shows the effect on the mean values of the performance
indicators if the mean percent of mentally handicapped workers were

raised by 10 points from 52 to 62 percent. The remaining three of these

-columns are interpreted in a similar fashion. In general, they suggest

that the variable "percent of workers above wage group I" is a very
powerful variable. When it -— and no other variable -- is changed,
the values of the performance indicators show a substantial change.

The simulation in the final column involves changing the mean
values all of the independent variables simultaneously, and then
observing the effect on the mean values of the performance indicators.
First,lthe general direction of the relationship between the independent
variable and the performance indicators was ascertained. These directions
are summarized as follows: - '

. The 1;;£;; the center sfze, the worse the performance

. The higher the mental handicap intensity, the better the performance

. The higher the sick percentage, the worse the performance

. The higher the qualification level of the workers, the better

the performance
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Taple 10

Mean Assumed Values of Independent
Value Variables and Predicted Values
of of the Performance Indicator
Variable

Number of non—-sick

workers 157.4 315 - - — BRRE:]

Percent mentally

handicapped 52 - 62 - - 65

Sick Perceniage 15.7 - - 25.7 - 1.7

Percent of workers

above wage group I 53.0 - - - 63.0 66

— e o et o — 0 AN [ SUSOS SNSRI SUUNDIIUN I,

Opbrengsten-kosten

ratio .61 .58 .61 .60 - .64 .66

Netto-opbrengst per L :

worker (guilders) 4280 3996 4308 4440 4570 4710

Sales zs a percent of

gross social costs 78 75 78 77 8t. €3

Staff wage costs as

a percent of sales 68 71 67 69 61 55

Then, cach of the independent variables were changecé in the

direction of improved center performance. In each .case, the value of

the variable was changed by 25 percent of its mean value.,

TFor this simulation in which all of the indcpendent variables are

changing in the direction of improved center performance, the impact

on the performance indicators is substantial. These results can be

stated as follows:

.61 to .66

4280 guilders to 4710 guilders

-The opbrengsten-kosten ratio is increased by 10 percent from

The netto-ophrengst per worker is increased by 10 percent from
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. Sales as a percent of social costs is increased by 8 percent

from 78 to 83 percent

. Staff wape costs as a percent of salcs is decreased by 19

percent from 68 to 55 percent

While these results are indicative of the impact on economic

.performance from altering center characteristics, they must be

interpreted with caution. First, they are based on changes in all

of the independent variables -- both tbose which show statistical
significance and those which do not. Hence they presume that the
estimated coefficients are accurate point estimates of the relevant
relationships. Second, they presume that the linear relationships
which are estimated by the regression are accurate over the range

by which the mean value of the variable is changed. Third, they"
presume that there is no significant interaction among the independent
variables. While these assumptions may not all be true, the results
nevertheless suggest: that improving center performance may be possible

by altering thiese center characterisiics.

V. Which Centers Perform Relatively Well and Which Do Not?

One final set of resvlts will be presented in this discussion.
As noted previously, 12 perférmancé indicators were calculated for
each center. Hence, it is possible to isolate the centers with the
best and the.worst performance on each of the indicators. Indeed,
this is done in Appendix D, where the top 20 and bottom 20 centers
are shown for each indicator.

Table 11 summarizes the results in Appendix D. There the centers
appearing at least six times in the bottom 20 and the top 20 of the
performance indicators are shown, along with the number of tlmes
wvhich they appear in the bottom or top 20. This listing of centers
is self-explanatory. Efforts to improve the economic performance
of the program should be concentrated on the centers with the worst
performance. And the particular factors'for the relative success of
the centers with the bhest performance should be examined to determine

i{ they are transferzble to the other centers.
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“*Table 11

2
Economic -Performance, 1570 2) .

Centers With Yest Performance

Centers With Worst Perfermance

Number of Times in

Center

m

Zuid-Holland--$§

Overijssel--A

[~

Center Numbe: ¢’ Times in
Top 20 Centers Yottouw I0 Centers -
Noord-Yrabant—-G 11 Noora;Hol]and-—N 10
Limburg--G 9 Gelderland--B 10
2uid-Holland-~0 9 Noord-Holland~-0 " 10
Utrecht--A ) [ Zuid-lolland--F 9
Nootd=-Brabant--F 9 Noord~Holland-~F by
Gelderland~-E 9 Zuid-Holland--% 9
Lipburg--F 8 Noord-Trabant—-1 9
Groningen—-C 8 .Noord-jiravant—-J 8
Limburé——H 8 Friesland--B 7.
Noord-Brabant--A 7 Noord-Holland--B 7
Zuid-Hellend~~P 7 Zuid-Bolland-U 7
Zuid-Holland--Q 7 Zuid-Holland--D 7
Limburg-~B 7 Noord—Holland--L 6 N
-Zuid-Holland--G 7 Noord-Holland--P 6 i
Noord-Holland—-I 6 Zuid-Holland--V . 6 i
Zuid-Holland-~R 6 Noord-Holland--G . 6 i
6 Zuid-Hollund-~W 6

a) Centers in the table are identified only by province and a letter.

Each center retains ite province-letter code throughout the
Inquiries regarding more specific identification of centers shouid
be addressed to the Ministry of Social Affairs, :

sLgy
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CHAPTER V

THE INDUSTRIAL CENTERS PROGRAM IN 1972 -= A PROFILE

This chapter will, to the extent possible, replicate the 1970
analysis of the industrial centers program for 1972. Again, several

dimensions and characteristics of the program will be discussed.

However, this discussion must of pecessity be somewhat less

" comprehensive than that for 1970. The primary cause of this is the

unavailability of data on the sources of revenue for each of the

centers. As a result, tﬁe revenue structure cannot be analysed. More
seriously, none of the performance indicators which rely on revenue
information (e.g., the opbrengsten—kosten ratio and the-social cost
indicator) can be calculated. Moreover, the data sdppliéd'by'the.ﬁinfstry
on some of the centers were missing. Hence, while there were 162 centers
which were presumably functioning in 1972, complete non-cost data were
availzble on 156 of them and complete cost data were available on

but 129. The cost data on the remaining 30 centers were obtaimed too -

late to be incorporated into this chapter,

I. The Dimensions of the Program in 1972

The industrial éénters program consisted of'162‘operating.céntefs
in 1972. These centers employed ngarly'Bl,OOO workers including the
sick (or about 26,700 workers, excluding the sick). Of the 156 centers
for which data were available, the average size of the centers was

197 including the sick and 169 excludiﬁg the sick.

Table 1 presents the size distributicn of the centers, by nﬁﬁber
of workers including the sick.
The smallest center, as in 1970, eﬁp]oys less than 20 workers.
The 10 largest centers «~those with over AOOAemployees—-averaged
777 workers. The heaviest concentration of centers was in the range
from 50 to 250 workers. There were 112 centers in this range e~ 72- percent
of the total. However, over one-fourth of the workers were émployed in

centers with more than 400 employecs.
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- Table 1

ding

Number of WSW .| Average Number | Average Number | Sick Per— | Number of
workers of Workers of Workers centage Centers -
(including (excluding (including.
the sick) | the sick) the sick) H
less than 25 15.0 18.2 18 B
25 - 50 35.8 41.0 13 8
50 - 75 55.9 64.5 13 18
75 - 100 75.8 88.2 14 20
100 - 125 1 99.0 114.2 13 20
125 - 150 117.3 136.3 14 i5
{ 150 - 175 140.7 162.8 14 10
175 ~ 200 158.5 188.8 16 - 16
200 - 250 185.2 216.9 15 13
250 - 300 231.3 276.4 16 11
306 - 350 269.8 316.6 - 15
350 ~ 400 1324.3 378.4 14
more than 400 634.0 777.4. 18 z
Total . 169.4 197.5 14 . 156

Table | also relates the sick percentage to the.various center

sizes.

(The sick percentage is the percent of the .total number of

workers including the sick which report being sick on the date of Ehe '

survey.) For the program as a whole, the sick percentage is l4. The

percentage varies with the size of center, however, with all of the

" intervals of less than 175 workers having an average sick percentage of

14 or less, while all of the intervals above 175 workers having an

average sick percgntage of 14 or more. The interval with the higﬁest

31ck percentage is for the centers with more than 400 workers

s1ck percentage for these very largesf centers is 18

]). The

1) This neglects the very smallest interval, which contains-but a

single center.



In the 160 centers for which data were available, 54 percent of
the workers were menfally handicapped. This is an increase of 2
percentage points from 1970. An’increase was also recorded in the
peréentagc of centers which had a responsible social employment
board -~ from 60 percent in 1970 to G4 percent in 1972. Similarly,
the percentage of centers with mental testing and training facilities
and physical testing and training facilities increased from 1970 to
1972, The percentage for mental facilities rose from 38 to 44 and the
percentage for physical facilities rose from 12 to 13. The percentage
of fac1]1*1es with a worker consulLatlon body for workers remained

at 88 FC;CCWL

Table 2 presents the cost structure of the 129 centers for which

2)

data were. available . This table again considers the 129 centers as

a single program, and hence reflects the cost structure for the entire

program.

In total, the 129 centers spent 570 millicn guilders in 1972 J),

about 57 pércent of which was for wages and associated costs for

1.8.W. workers. Yearly, 106 million guilders were spent for the wage
and salary cost of staff and éupervisory workers —- ‘about one-third the
amount'spent.fof handicapped workers. These two labdr components of
cost account for over 75 percent of total program costs. The.other
major cost items are for materials and sales (59.1 million gullderq)

anﬂ for faci?it*os (2] 6 million gu1lders)

2) Cost data were available for 129 of the 162 centers. The analysis of
these data will not provide an accurate description of the total
costs of the industrial center program. However, if the 31 centers
for which data are missing are a random selection of the 162 centers,
the estimates of cost structure and cost per non-—-sick worker should
‘be applicable for the entire prosram. We will treat them as such.

3) The data in Chapter III indicated that thc total costs for the entire
industridl centers program was 670.7 million guilders in 1972. Hence,
the centers in this analysis account for 84 percent of the total
program cost. Becausc the 129 centers are 81 percent of the total of
162 centers, this implies that the average size of the centers on
which cost data are wmissing are, on average, slightly smaller
than the average center in the total program.
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Table 2

The Cost Structure of 129 Centers im the Industrial Centers Program,

1972

Cost Categotry

"guilders (in

percent of

guilders

millions) total " per non-
sick worker

Wages and Other Employment
Costs for W.S.W. and Related . .
Workers ' 320.4 "56.6 13,788
Transportation Costs 15.3 2.7 653
Staff and Supervisory Costs 105.5 i8.6 4,540
Materials and Sales Costs 59.1 10.4 2,543
Facility Costs | 21.6 3.8 930
Depreciation Costs 12,4 2.1 534
Interest Costs 16.5 2.9 710
Other Costs _15.5 _ 2.7 667

Total 566.3 103.0 24,370

a) As indicated in the text, cosc data were avallable for 129 of the

.162 operating centers.

In the final column of Table 2, the components of cost for the

129 centers are stated in per non-sick worker terms. In total, the

" program cost 24,370 guilders per wquer'in 1972, of which nearly

14,000 guiiders was accounted for by W.S.W. wage costs.

Staff and

supervisory costs totalled about 4,500 guilders per non-sick worker.

- In comparing Table 2 with the corresﬁonding data for 1970 (in

Table 2 of Chapter IVL - a number of interesting points appear.

First, as a percent of total costs, W.S.W.

slightlyw-—from 58.8 percent of the total to 56.6 percent.

salary costs declined

Staff and

supervisory costs, -on the other hand, increased from 17.3 percent of

the total -to 18.6 percent. Facility costs decreased substantially

from 5.8 percent of the total to 3.8 perccnt Major increcases were

registered for both deprcc1at10n and interest cocts -~ both rose
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" from 1 percent of the total to 2.1 percent and 2.9 percent respectively.

1

Stated in per non-sick worker terms, costs rose substantially.

from 1970 to 1972, For example, W.S.W. per worker wage costs rose by

27 percent and total costs per non-sick worker rose by 32 percent. Of
the major cost components, staff and supervisory cests rose by the

greatest amount —— over 42 percent.

Unfortunately, the revenue structure of the individual centers

is unavailable. Hence, the only 1972 revenue information which can

be presented is that shown in Chapter III, It indicates that the total
revenue of the centers is 67) willion gu11ders -- yp over 200 millicu.
guilders from 1970. Over 66 percent of that revenue was accounted for

by subsidies from the national government, an increase of 4 percentage

points from 1970. Sales revenue as a percent of the total was 30 percent

in 1972, down 4 percentage points from 1970.

II. Does the Size of Center Matter?

S

As 1n the analysis of 1970 data, some of the 1mportant character—
istics of the centers will be related to center size. Agaln, the
purpose is to discern if a relatlonshlp between these variables and

‘center size exists. These relatlonshlps are presented in

.able 3 for the non-financial center characteristics.

Columns 1 and 2 of Table 3 relate the ratio of mentally handi-
capped and mentally retarded workers to the size of centers. As in
1970, the relationship of these variables to center size is not
Very strong. For the handicapped, a slight positive relafionship
exists,‘as in 1970. This relationship is not clear for the mentally
retarded in 1972, even though it was present in the-1970 data.
Indecd, the two categorics with a mentally retarded ratio above .4

are below 175 workers.

Column 3 shows the ratio of centers with a non-governmental body

or association overseeing the program in each of the size intervals.
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It supgests that the lergest and the smdllest_centcrs have a somewhat

lower probability of having such a board. With the cxception of centers

with 175 -~ 200 workers, all of the'middle size intervals -- those from

75 - 250 workers — have a ratio above that for the program as a vhole. '

Average Values of Selected Non-Financisl Program Characteristics by.

Size of Center, 1972

Table 3 °

) - !
Nuober of non— Ratio of - [Ratio of Ratio of Ratio of Ratio of ! Retio of
“sick W.S.W. - mentally nentaily centers centers jeenters - cuiiers
workers handicapped{ retarded to|with sociallwith wmenteiiwith vowith a
to all all workers|employment | training toiphysical VOTRED con-
workers beard to total training sultation
total to total body tc
_total
less than 25 .28 0 1.0 0 0 1.0
25 - 50 .51 32 .50 0 0 .75
50 - 75 .56 . L4) .56 .28 0 .89
75 - 100 .53 .35 .65 .25 0 .95
100 ~ 125 .55 367 .70 .20 .05 .75
125 - 150 .54 .37 .73 47 .0 93
150 - 175 .56 43 .90 .60 .20 1.0
175 - 200 .51 .32 .50 .50 06 .94
200 - 250 . 46 “.34 .85 .85 .0 .92
250 - 300 .53 . .36 .64 .55 .45 .91
300 ~ 350 ’ .60° .38 . 450 1.0 .33 1.0
350 ~ 400 .57 .39 .50 .88 .50 1.0
400 or more .54 .38 .66 .50 '.50 .70
Maan 54 .64 A4 .13 .89

The ratio of mental and physical testing and training facilities

.by_aize'of center is shown in columns 4 and 5. Both of thesc variables

are strongly related to center size. For the mental facilities, no

interval below 125 workers has a ratio as large as the mean, while
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all intervals above 125 workers have a ratio iarger than the mean
ratio for the program. This pattern is even stronger for the
physical facilities-- only | center less than 150 workers has
physical testing and training facilities. Fifty percent of the
centers with 350 or more workers have such facilities.

The final column relates the ratio of centers with a

consultation body for workers to center size. Again, as in 1970,

this ratio appears to vary positively with center size but not

strongly. The mean ratio for the 5 largest intervals is .91; that
for the smallest 5 is .85. The extremely low ratio for the very

largest center sizes —-those with more than 400 workers --is un-

-explained. This ratio was .86 in 1970 and .70 in 1972.

The relationship of a few financial variables to center size

is shown in Table 4. While these relationships included both revenue

. and cost characteristics-for the 1970 data, only cost patterns are

available for 1972,
Table 4

Average Values of Selected Financial Program Characteristies for

129 Centers in the Industrial Centers Program, By Size of Center, 1972

Number of non- W.S.W. Wage Staff Cost Total Cost
sick workers cost per per worker per worker
worker
less than 25 15.4 9.3 30.1
25 = 50 14.3 4.7 23.0
50 - 75 13.2 4.7 24.2
75 - 100 15.1 5.2 30.1
100 - 125. 14.1 5.0 26.2
125 - 150 14.5 - 4.6 24.2
150 - 175 14.1 4.3 23.1
175 - 200 14.5 4.3 26.6
200 - 250 14.0 4.4 25.4
250 - 300 14.4 5.2 25.1
300 - 350 14.1 4.7 24.8
350 - 400 14.0 4.4 23.7
400 or more 14.5 4.7 26.3
Moan 13.% &,5 24, 4
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The first column presents the W.S.W. wage cost per worker by
size of center. The range of this value is from 13,200 guilders to
15,200 guilders in 1972. Tor 1970, the range was from 10,300 to
11,700 guilders. As in 1970, however, this variable shows little,

if any, relationship to the size of center.

As in the 1970 data, staff cost per worker does éppear to be
related.to center size. The highest per worker values are for the
centers with less .than 125 workers, where the value is above 4700
"guilders in all of the intervals. The value then declines to

4300 - 4400 in the rangé from 125 to 250 workers, and then rises to
the 4406 to 5000 guilder range for cénter.sizes above 250 workers.
Again, this staff cost per worker pattern is reflected in the data
for total costs per worker -~ although not so strongly as in the
1970 data. The class intervals with the largest total costs per -
"worker are the 175 - 200 interval and the interval with centers

having more than 400 workers.

II1I. Does the Province Matter?

As in the analysis of the 1970 data, the characteristics of the
centers in 1972 will be examinea by province. First, a selection of
non-financial center characteristics will be examined, and ‘then a
few financi#l variables. .

The first three columns of Table 5 present nonefinancial variables
by province. The first column is center size measured by number of
workers including the sick. This mean center size varies substéntially
over the provinées --the range is from 132 (Friesland) to 373 (Limburg).
Average center size has increased from 1970 to 1972 in all -of the
regions except Groningen, Overijssel, and Noord-Holland. The lafgest
" increases were in Noord-Brabant with an increzse in average center
size of 49 workers, and Limburg with an increase of 23 workers. The
decrease in the average size of centers in Groningen by 59 workers is

unexplained.
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Again, the ratio of mentally handicapped workers is greatest in

Utrecht (.70), compared to the program average of .52. Limburg, in

addition to having the largest average center size, has the lowest

proportion of mentally handicapped (.30). As in the 1970, this

pattern is reflected in the ratio of workers above wage group I.
While the mentally

For

Utreceht this ratio is .36; it is .83 for Limburg.
handicapped ratio for Noord-Holland is about the average of the
program as a whole, it has an exceedingly low ratio of workers above

wage group I (.38 compared to a mean of .60). This variance is

unexplained.
Columns 4, 5, and 6, show the variance of a few financial

variables by province. Average W.S5.W. wage cost by province is shown

in column 4. The range of values over the provinces is .12,900 guilders
to 16,900 guilders. The range in 1970 was wuch smaller -- 10,007 to
,600 guilders. Again, Limburg, with the highest average qualification

of workers, has the highest average wage cost. While Utrecht and

Noord-Holland had the lowest average wage cost in 1970, Gelderland

is substantially below the others in 1977.
Average staff cost per worker ranges from 3600 guilders

(Zeeland) to 5400 (Limburg). This range of 1800 guilders is qubstantlally

greater than in 1970, when the range was 1100 guilders. In that year,
Limburg also had the highest figure.

the largest proportion of highly qualified workers.

Again, note that Limburg also had

Utrecht,

with the highest percentage of mentally handicapped .70 percent), has

a very low staff cost per worker (4200 guilders).
- The figures on total cost per worker again parallel staff costs

per worker-- as they did in 1970. Limburg has the highest value

(29,800 guilders), with Zecland (22,900 guilders), Utrecht (22,000

guilders), Overijssel (22,800 guilders) and Gelderland (23,000 guilders)

. being substantially below the other provinces.
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Table 5
Average Values of Selected Program Characteristics, By Province, .
1972 &)
Province Avcrage Ratio of Ratio of Average WSW . Average Staff | Total
: size of mentally workers wage cost cost per cost pc
center (no. | handicap~ | above wage |per worker | worker (000 ! worker
of workers | ped to all | group I to | (000 of of guilders) | (00C c
including workers all workers| guilders) ( guiider
the sick) ’ %
: i .
Groningen 159 .53 .69 4.0 5.6 bo27.8
Friesland 132 .57 .66' 14.1 5.3 26.9
Drente 238 .50 .72 14.3 4.8 26.6
‘Overi jssel 187 .58 .60 13.8 4.1 22.8
Gelderland: 191 .56 .53 12.9 4,2 23,1
Utrecht 193 .70 .36 13.8 4.2 Z 220
Noord-Holland 137 .56 .38 12.6. - 5.3 25.5
‘Zuid-Holland 208 .64 .50 14,1 4.7 L 24.7
Zéeland 197 .49 .68 14.8 3.6 | 22.9
Noord-Brabant 229 .57 .71 14.8 4.1 25.4
Limburg 373 .30 .83 16.0 5.4 29.8
Mean 197.5 .54 .60 13.8 4.5 24.4

a) Columns 1-3 reflect data from 160 of the 162 centers; columns 4-6 -reflect
data on the 129 centers for which cost data were available.

IV. Center Pefformance -- By Size and Region

none of the performance indicators save one can be calculated for 1972.

Because of the unavailability of data on revenues by center,

The indicator which is calculated is the ratio of staff and super-

visory costs to W.S.W..wage costs.

In Table 6, this ratio is shown for centers of various sizes; in

Table 7, the ratio is displayed by province.



- 100 -

Table 6

Staff Wage Costs as a Percent of W.S.W. Wage Costs, by Size of Center,

1972

Number of non-sick Staff wage costs as Percentage Point
W.S.W. workers a percent of W.S.W. Change, 1970 -
wage costs 1972
less than 25 60 -
25 - 50 , 30 -5
50 - 75 ' 37 : + 3
75 - 100 35 S+ 5
100 - 125 39 + 11
125 - 150 32 + 3 -
150 - 175 . : 31 . + 2
175 - 200 e 30 + 3
200 - 250 32 . - 5
250 - 300 36 : + 3
300 - 350 . 33 : + 4
350 - 400 k) o+ 5
460 or more . 33 + 5 .
Mean . 34 . + 4

As noted in the discussion of the 1970 data, this percentage can
indicate poor economic performance. It focusses on the extent of administrative
and supervisory personnel in the program relative to W.S.W. workers. On
average staflf wage costs were 34 percent of W.S.W. wage_éosts. As in 1970,
the centers with less than 125 workers have the highest ratios. With the
exceptior of the 25 - 59 class interval, the ratio for these intervals.
ranges {rom 35 to 39. The only other interval with a high value is
the 250 ~ 300 worker interval, with a value of 36 percent. The lowest
ratio for the centers with from 175 - 200 workers. '
The final column in Table 7 shows how this percentage has changed

for each of the class intervals. For 10 of the 12 relevant intervals,
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the percentage rose —- from 2 to 11 percentage points. The largest
increase —— 11 points —- was -for centers in the 100 - 125 workers range.
The increase in the mean percentage was & percentage points from
1970 o 1972 4. -

In Table 7, this same percentage is displayed by region. As
in j970, the region with the lowest ratio is Zeeland, with 24 percent.
In 1970, the province with the highest-ratio was Friesland; in 1972,
Noord-Holland and Groningen both have ratios above 40 —— at least
4 percentage points higher than the Friesland percentage in 1970.

All of the provinces except Gelderland showed an increase in
this ratio from 1970 to 1972. The increases range from ! percentage

point to 8 percentage points for Noord-Holland.
Table 7

Staff Wage Costs as a Percent of W.S.W. Wage Costs, by Province, 1972

"Province : Staff wage costs as Percent point
a percent of W.S.W. change, 1970 -
‘wage costs 1972
Groningen ’ 40 ) : + 5
Friesland - : 39 ' o+ 3
Drente . ) i 34 + 3
Ovefijssel ' 30 +5
Geiderland 32»‘ . -
Utrecht o 32 ) S + 4
Noord-Holland 41 ' +8
Zuid-Holland 35 + 5
Zeeland. 24 ‘ + 1
Noord-Brabant 26 + 1
Limburg : 35 + 6
Mean ‘ 34 - 1. + 4

&) It should again be noted that the calculation for 1972 is based on
the 129 centers with data available, and not on the full population
of centers as in 1970. This could bias the results in some unknown
way for. some of the intervals.
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CHAPTER VI

THE INDUSTRIAL CENTERS PROGRAM IN 1973 —— A PROFILE

This section is the third profile analysis of the industrial
centers. It pre;énts the analysis of this componeunt of the program
for the year 1973, and compares the results for this year with those
of 1970.

Of the three years for which the analysis is done, the data of
this year are the most complete. In addition to both revenue and cost
components for each of the centers, data were collected.on the
composition of both W.S.W. and Non-W.S.¥. workers. In 1973, there
were 155 centers for which complete data were available (out of a
total of 157 workplaces). Primarily because of the closing‘of a
few centers, and the consolidation of sevgral others, this number

is smaller than the 17! workplaces analyzed for 1970.

I. The Dimensions of the Program in 1973

In the 155 operating industrial centers in 1973, 32,714 wquers
were employed, of which 26,626 were classified as non-sick. The
average size of a center was, therefore, 2! workers (or 178 non-
sick workers). This compares with an average size of 189 workers in
1970, ' ‘

Table | presents the size distribution of centers, in which size
is measured by the total number of workers. There were two centers
with less than 25 workers and 15 with more than 400. Again, nearly
one—fhird of the workers were employed in these very large centers.
It should be noted that the size of these very large centers has
decreased since 1970. In that year, the average size of centers .in -
this class was 707; in 1973, the average size was 685.

Table | also displays the sickness percentape by size of denter
Overall, the sickness percentage decreased from 16 to 4.3 percent
frow 1970 to 1974, Apain, however, the smaller centers show a lower

sick perceutage than do the larger centers. For centurs with less
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than 150 workers, the sick percentage is in the 12-14 percent

] . .
range ). TFor centers larger than 250 workers, the percentage
ranges from 15 to 19 percent (with the exception of the centers

in the 350-400 worker range with the very low percentage of 11).

Of the nearly 33,000 workers in the program, 17,757 had some

form of mental hapdicap. This is 54 percent of the total, a slight

-increase from the 52 percent shown in 1970. Mentally retarded

workers totalled 12,334, or 38 percent of the total. This is again
an increase of 2 percentage points from 1970.

The number of centers with wental testing and training
facilities remained fixed at 65 —- the same number as in 1970. The

number with physical testing and training increased by one since

1970, from 20 to 21.

In 1970, 102 of the centers had a non-govermmental body or

association which organized and operated the centers. By 1973,
this form of organization had increased by 5 -- to 107. Perhaps
this form of organization accompanied the consolidation

of some of the centers. During this same 4 year period, however,

the number of centers which had an organized arrangement for the

workers to consult with the management decreased from 150 to 147.

This reduction is likely caused by the consolidation of some of
the centers from 171 to 155. In percentage terms, the centers with

such an arrangement increased from 88 to 95 percent of the total.

e - e e

Table 2 presents the cost-structure of the 155 centers. In total,

2)

these 155 centers expended 822 million guilders °/, 58 percent of which
went for W.S.W. wage and other employmenf costs. This is nearly the
same percentage as in 1970. The next largest cost item is for staff
and supervisory personnel. Again, as in 1970, about 17 percent of
total costs were spent on administration and supervision. This
compares with materials and sales costs which accounted for about

80 million guilders of expenditure, or 10 percent of the total. Of the
total non-W.S.W. wage costs, the costs for administrative and super-
viséry workers accounts for 42 percent.. = : ..

1) ‘'This ignores the 2 very small centers, with an average sick per-
centage of 21,

2) This figure is about 3.5 pecrcent greater than that showa in Chapter 3.
This discrepency is in the process of heing reconciled by the
Ministry and the Frincipal Investigator.
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Table |

Distribution of Tndustrial Centers, by Number of Workers (including

the sick), 1973.

Number 6f PR hverage Winér | Averapge Number .Sickuess Number of
workers (including | of Workers (ex- |of Workers (in- | percent- centers
the sick) cluding the sick){ cluding the sick)f age
less than 25 10.0 12.6 21 2
25 - 50 33.9 38.7 12 10
50 - 75 57.9 66.7 13 14
75 - 100 76.4 88.4 . 14 17
106~ 125 . 96. 1 110.5 13 20
125 - 150 119.6 137.2 13 15
150 - 175 139.6 163.6 15 10
175 - 200 156.6 185.4 16 1
200 - 250 193.0 221.9 13 14
250 = 300 230.2 272.3 15 1
300 - 350 268.1° 320.5 16
350 - 400 332.0 - 372.9 ¥ 8
more than 400 552.6 684.9 19 15
Total 178 211 14.3 155

Table 2

The Cost Structure of the Industrial Centers Program, 1973,

Cost Category

guilders
(in millions)

percent of
total

guilders per

non-sick worker]

Wages and other Employment Costs for
W.5.¥. and Related VWorkers 1

Trznsportation Costs

Staf®f and Supervisory Costs

Materials and Sales
Facility Costs
Depreciation Costs
Intercst Cests
Other Costs

Total

Costs

479.9
20.4
142.5
82.1
28.1
16.6
22.1
_30.2
821.9

18,024
766
5,352
3,083
1,055
623
830
1,13
30,868




- 105 -

The third colusm of Tahle 2 expresses costs per mon-sick worker.
In 1970, the total value was 18,490 guilders. The 1973 value of nearly
31,000 guilders vrepresents an increase of 62 percent -- represcnting
aboul 13 percent growth per year. Of the 31,000 guilders, 18,000
guilders was accounted for by W.S.W. wage costs and 5,400 guilders
by staff and supervisory costs.
Teble 3 displays the income side of the industrial centers program,
Again, total income is defined to be equal to total cests. In 1973,
52 percent of total expenditures were accounted for by the basic
government subsidy. This jis the same percentage as in 1970. Subsidies
from other government SOQrces -~ both municipal aod national government ~-
covered 17 percent ¢f total expenditures. This is an increase frow 1970,
-when these other subsidies accounted for less than !5 percent of total
costs. In 1973, 'sales covered less than 30 percent of total expenditures
~— down {rom 32 percent in 1970. In 1973, sales revenue was 107 percent
of the sum of supervisory, administrative, and materials costs. In

1970, sales were over 118 percent of these costs.

Table 3

The Revenue Structure of the Industrial Centers Program, 1973

Revenue Category | guilders percent of guilders per
(in millions) total non-sick woiker

Basic Government Subsidy 425.6 . 51.7 15,984
Other Government Subsidy 122.5 14.9 4,601
Municipal Subsidy 13.5 1.6 507

- Sales Revenue ) 239.8 29.2 9,006
Other Revenue 20.5 2.5 770
Total 821.9 100.0 30,868
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II. Does the Sizc of Center liatter? -

As with the 1970 data (and to some extent the 1972 data), several
characteristics of centers can be related to center size. These
characteristics are both financial and non-financial. In Table 4, the
same set of non-financial characteristics are related to centef size
as in Table 4 of the 1970 analysis in Chapter IV.

The patterns shown there are not substantially different from
those in 1970. Again, very little pattern in hiring of mentally

handicapped workers is evident over the size distribution. Smaller

.centers -- those below 175 workers ~- tend to hire a higher percent-

age of mentally retarded workers than do the larger centers. All of

the ratios above the mean ratio of .38 are in intervals with less than

175 workers. This is the reverse of the 1970 pattern, but in both
cases the relatidnship.ié'not strong. The centers. of moderate size
tend to a noun-governmental sponsoring organization somewhat more
than do either the very large or small centers. All of the'ratiés
above .8 are in intervals between 125 and 300. .

Again the presence of testing and training centers —- both
physical and mental -- are strongly related to center size. Indeed,
only one center of the 78 centers with less than 150 workers has
physical training facilities. Finally, as in 1970, the larger centers
are somewhat more likely to have a consultation bedy for workers than
are the smaller centers. Only one center of the 77 centers with from -
125 — 400 workers does not have such a body. The surprisingly low l
ratio for the centers with more than 400 workers is present in both
1970 and '1973. '

.The final column of Table.é relates the ratio of subsidized
supervisory workers to total W.S.W. workers to the size of centers.
Tﬂere it is seen that the highest intensity of supervisory personnel
is in the smaller centers. Excluding the smallest class interval,
the ratio is above .12 for all intervals with centers of less than 100

workers. The ratio is .09 for all intervals with centers of more than

300 workers.



Average

Table 4

Values of Selected Non-Firancial Frogram Characteristics by Size of Center, 1973

Number” of Ratio of Ratio of Ratio of Ratio of Ratio of Ratio of Ratio of
norn-sick mentally rentally centers with jcenters with [centers with |centers with | subsidized
W.S.W. handicap~ | retarded to a non-govern—|mental _ physical a worker supervisory
workers ped to all all workers mental training to training to consultation | personnel
workers sponsoring total total body to tetal|te total non-
organization sick workers
to total

less than 25 .82 .58 .50 .50 .09

25 - 50 .52 .33 .60 ] .90 4

50 - 75 .54 - .42 .71 .21 1.0 12

75 - 100 .59 .43 .53 .18 .06 .94 .13

100 - 125 47 .34 .75 .25 0 .95 .10

125 - 1590 .61 YA .87 .33 1.0 LIt

150 - 175 .55 .39 .70 . .50 .10 1.0 .10

175 - 200 .54 .38 .64 .55 .09 1.0 .09
200 - 250 .54 .37 .86 .79 .07 .93 .08
250 - 300 .51 .35 .82 64 .27 1.0 .10
300.- 350 .52 .37 .38 .63 .38 1.0 .09
350 - 400 .69 .38 .63 .75 .63 1.0 .09
400 or more .51 .34 .67 .60 .40 .80 .G9
Mean .54 .38 .69 42 14 .95

- (01 -
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Table 5 presents sclected financial variables and relates them
to center size. Apain, the W.S.W. wage cost per worker is quite
constant across the distribution. The sum of the basic plus special

subsidy per worker also shows little pattern, although the highest

.- values are associated with the very largest and ‘very smallest centers.

As with the 1970 data, the staff costs per worker deccline form the

5500 — 6000 guilder range for the centers with less than 100 workers to
the 4500 - 5000 guilder range for the medium size centers -- those

with from 100 to .400 workers. The very largest centers show somewhat
higher staff costs than the average. Total costs per worker also tend

to fall with center size, again up to centers of the very largest size,
This general pattern of the very largest centers having hiéher costs
per worker and requiring larger subsidies per worker than somewhat
smaller centers was not so plainly visib}e in the 1970 data. Finally,

as in 1970, there is a tendency for sales revenue per-worker to fall
with size of center. The highest value is for centers in the 75 - 100
worker range —- 12,400 guilders per worker -- while the lowest is in the
350 ~ 400 worker interval -- 5000 guildérs per worker. While the centers
with more than 400 workers tend to have relatively high staff and total

costs per worker, they also tend to have relatively high sales revenue

-per worker -~ 10,000 guilders.

Table 6 presents data which address the performance question

directly. Seven indicators of economic performance are presented for

‘class intervals which span the size distribution. The indicators shown

are those which were analyzed in Table 6 of Chapter IV and are.defined
in Appendix C. The size interval which has the value suggesting the best
performance is indicated by an % for each performance indicator. Again,
because of the small number of centcrs in the smallest class interval,
it is not included in the analysis of thesc data.

By and large, the patterns suggested in Chapter IV for the 1970
data are maintaiqed here. The primary pattern is the generally good
performance of centers in the 150 - 200 worker range. As the final
column indicates, these two intervals rank first and third, respectively,
when performance on all of the indicators is taken into account. However,
in this 1973 analysis, very small and very large centers perform better

relative to the other size centers than was observed in 1970.



Table 5

Average Values of Selected Financial Program Characteristics by Size of Center (000 guilders)

Number of non-sick

W.S.

W. workers

W.S.W. wage cost
per werker

Bagle plus special
subsidy per worker

Staff cost per
worker

Total cost
per worker

Sales

- revenue per

worker

less than 25

25
50
75

100
125
150
175

200

250

300

350

400

Mean

- 50
- 75
- 100

- 350
- 400

Or more

22.7.
18.2
16.8
17.2
17.7
16.6
-16.6
17.4
16.2
16.6
17.2
16.8
18.1

17.2

20.8
19.2
17.5
18.0
18.3
17.2
17.0
18.2
16.8
17.4
18.0
17.2
18.5

17.9

7.6
5.3
5.8
6.1
5.1
5.0
5.2
5.2
4.5
5.0
4.9
© 5.0
5.3

36.5
29.7
31.0
33.2
29.5
28.9
29.1
30.8
26.9
28.8

29.7
27.4"
31.6

29.9

11.6
7.5
9.6

12.4
8.1
8.1
9.9
9.8
6.7
8.3
8.2
5.0

10.0

8.7

- 601 -



Table &

Selected Pecformance Indicators, by Size of Center, 1973

Number of non-

Opbrengsten-

Deficit per

Social -cost

- ort -

Netto op- Mon-W.S.W. Sales fales as | Average
sick W.S.W, Kosten worker (000| brengst per | per worker - |Salary as a | Revenuc as a2 percent | rank
wotkers Ratio guilders) worker (000 : percent of | a percent of | of staff [ (rank)

: : : guilders w.s.w. | social costs | wage costs|
: : salary costs

‘ 0- 25 .67 2.20 9.73 2.43 32 75 135 —— -

25 - 50 .62 2.08 6.82 4.08 31 73 270% (4.3 ( 2)
50 - 75 .63 2.27 7.63* 4.45 34 72 145 5.50 ( 5)
75 - 100 .59 2,11 7.08 3.61 37 70 108 6.07 ( 6)
100 - 125 .53 - 2.15 - 5.44 3.69 30 68 132 6.79 ( 7).
125 - 150 .55 ' 2.48 -5.98 4,22 30 66 154 6.79 ( 8)
150 - 175 .65% 1.40% 7.00 2.41% 31 7% 147 2.79 (1)
175 - 200 .59 2.03 6.01 3.65 30 71 141 4.64 ( 3)
200 - 250 .47 2.96 4.86 3.88 28* 63 128 8.43 (10)
250 - 300 .49 2.41 5.39 3.78 30 64 ' 125 8.36 ( 9)
300 - 350 .48 3.08 5.51 4.42 29 62 135 8.71 (11)
350 - 400 .37 3.97 3.79 5.59 29 50 93 10.70 (12)
400 or more .57 2.29 5.92 . 3.52 29 7 145 4.86 ( 4)°

Mean .55 2,39 6.04" 3.88 31 68 128




Centers with from 25 to 50 workers have an overall rank of 2, and centers
with more than 400 workers have an overall rank of 4. The rank of these
two intervals was 12 and 10 in 1970. This is a rather remarkable change.
With the exception of the largest interval, economic performance appears
to be inversely related to center size -- intervals spanning the range
from 200 - 400 workers have ranks 9, 10, 1}, and 12, This negative
relationship appears to be substantially stronger in 1973 than in

1970.

III. Does the Province Matter?

In Table 7, the same seven performance indicators are related to
province. This table can be directly cbmpared with Table 8 in Chapter
IV. Again, the province with the best performance on any given
indicaéor is noted with a %. As in 1970, the two southern interior_
provinces rank first and second in the average performance ranking
shown in the final column. However, from 1970 to 1973,'Limburg movad
from first rank to second .while Noord-Brabant moved from seccnd to
first. This switch is accounted for by the substantial drop in per-
formance of centers located in Limburg. In 1970, Limburg's‘performance
was the best on 6 of the 7 indicators,and in nearly all cases significant-
ly better than the performance of any other province. In 1573, Limburg's
performance was the best on only 2 of the 7 indicators. Noord-Brabant
had the best performance on the remaining 5 indicators. The decrease
in performance between 1970 and 1973 is also notable for Utrecht. In
1970, Utrecht had the overall rank of 3; in 1973, its overall rank
was 8. As in 1970, tHe provinces with the poorest overall performance
wvere Gelderland (9), Noord-Holland (10), and Zuid-Holland (!1).

One statistic in the table is of special note. While the average

center has sales which are 128 percent of staff wage costs, the average

‘center in Zuid-Helland is able to cover only 90 percent of its

" staff wage costs with sales revenue.

Finally, the change in performance from 1970 to 1973 is presented
in Tdble 8 for each of the provinces and for the average center in the
program. There the percentage change in the value of each of the

performance indicators from 1970 to 1973 is shown. For the average center,
KN



Table 7

.Selected Performance Indicators, by Province , 1973

Province Opbrengsten-| peficit per | Netto op- Social .Staff wage | Sales as | Sales as  |Average Rank

Kosten. worker (000 | brengst per | cost per costs as a | a percent| a percent (Rank)

Ratio - | guilders) vorker (000 | worker (000| percent of | of social| of staff .

: guilders) guilders) W.S.W. wage| costs wvage costs . -
. . . ccsts
Groningen 60 - 196 | 6.63 | 4.0 36 72 156, 6.43 (. 7)
Friesland , 59 2.27 7.04 3.78 37 o7 159 6.08 (5)
Drente 64 1.28 6.76 3.06 33 76 C g7 4.14 (&) °
Overijssel .56 2.35 5.56 3.43 25* 70 - 1sh 6.21 ( 6)
Gelderland _ .48 2.83 5.37 5.12 28 ' 59 143 8.64 ( 9)
Utrecht .56 “ras | s.3s 2.90 3N 67 .| 118 6.93 ( 8)
¥oord-liclland Y A 3.92 5.93 4,87 32 59 104 9.21 (10) '
Zujd-llolland .47 2.78 4.91 4.63 32 58. 90 | 9.7 (1) =
Zceland ' .58 1.30 25799 2.34 26 77 164 4.00 ( 3) 1
Yoord-Crabant . .67 1.07% 6.48 ~ | 1.78% 25* - 85% 189% 1.79 (1)
Limburg 72X 112 8.56% 2.83 34 81 179 "2.86 ( 2)
Mean .55 2.39 6.04 - 3,88 31 68. 128
) \



Table 8

Fercentage Changé Selected Performance Indicitors from 1970 to 1973, by Province

Province Opbrengsten—i peficit per | Hetto op— . Sociai .Staff wage éales as Sales &s
~ kos?en“ worker brengst per| cost per costs as a | a percent| a percent
- Ratlio ' worker worker parcant of | of sociall of staff
T . W.5.W. wage| costs wage costs
. costs ’
Groningen =3.3 - 2.0%° +39.6% +82:3 + 2.9 - 7.7 -14.3
Friesland - 3.4 4 2.7 +67.2% +50.6 + 2.8 - 1.4 - 4.8
Drente -7.2 #1622 357.2% +93.7 + 6.5 - 1.3 v 3.7%
Overijssel +3.7% +39:9 +58.4% +425:7 9 - 9.1 + 9%
Gelderland -12.7 +23.0 +29.8% +119,2 -12.5% -18.1 + 16"
Gtrecht —2141 +98.7 +33.8% +241.2 ¥10.7 -21.2 ~22.4
Noord-Heiland -11.3 +85.7 +33.9% +127.6 - 3.0% ST N
Zuid-Holland -15.5 535 +26.5% +174.0 +6.7 ~22.7 -31.8
Zeeland - 1.7 ~19.7% ¢ +58.9% -459.2 +13.0 +.1.3% - 6.3
Noord-Brabant - 2.9 0 +50.7% +61:8 0 .= 3.8 + 3.8%
Limburg -41.0 +83.6 +46.6% | +1389.5 +17.2 -18.2 -21.1
Mean -.9.8 +40.6 +41.1 +128.2 +3.3 -12.8 -12.9

- ¢l -
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these changes can be summarized as follows. From 1970 to 1973,
' . the opbrengsten-kosten ratio for the average center declined
by 10 percent

. the deficit per worker increased by 4] percent

. the netto opbrengst per worker increased by 41 pefcent

. the socizl cost per worker increaéed by 128 percent
staff wage costs as a percent of W.S.W. wage costs increased
by 3.percent '
sales as a percent of social costs decreased by 13 percent
. sales as a percent of staff wage costs decreased by }3 percent
For all the indicators except netto opbrengst per worker, substantial
decreases were recorded in the 1970 to 1973 period. These ranged :rom
a 128 percent increase in social costs per worker to an increase in
staff wage costs as a percent of W.S5.W. wage costs of 3 percent. This
decrease 'in performance is apparently due to a decrease in sales’
revenue and an increase invcostsvforladministrative and supervisory
.persdnnel.

The variance among the provinces in changed performance is sub-
stantial. Some of the provinces recorded an increase in performance
on some of the indicators. These are indicated by:an asterisk in
Table 8. Aside from the improved netto opbrengst per worker (for which
every province showed an increase), the following incidence of improved

performance was recorded:

. Croningen - 1 indicator

. Drente - 1 indicator’
. Ovefijssel - 2 indicators
. Gelderland -2 indicato?s

}

. Noord-Holland

. Zeeland - 2 indicators

1 indicator

. Noord-Brabant - | indicator
Friesland, Utrecht, Zuid-Holland, and‘Limbﬁrg showed reduced performance
on all of the indicators. The decrease for Limburg and.Utrecht are
particularly large. And, it will be recalled, these provinces ranked
first and third, fespectively, in overall performance in 1970. This

explains tho{r'drop in the overall ranking from 1970 to 1973,



- 115 -

1V. Some Regression Results

In this seétion, we will replicate the regression models presented
iﬁ Chapter IV, but in this case using the 1973 data. Again, the purpose
is to seek to disentangle some of the rclationships between center
characteristics and center performance. So far we have. looked at these
relationships one at a time. Now, we shall view them in a model which
allows us to measure the effect of individual variables while holding
constant statistically the other variables. '

Table 9 is the same format of Table 9 in Chapter IV. It presents
the results of 7 multiple regression analyses -- one regression for
each of the primary 7 performance indicators. Again, the same 6
independent variables are used. These are variables for which there
is some expectatioﬁ that their value is related to center performance.
Each regression was run on data for the 155 centers in the 1973 program

These six independent variables are:

1. Province

The size of the center (number of non-sick workers)
. Percent of mentally handicapped workers

2

3

4. Sick percentage

5. Percentage of workers aBove wage category I
6

Presence of a consultation body for workers

By and large the results are similar to those presented for 1970.
Rather then déscribing them again here, only the more significant
differences between the 1970 and 1973 regréssions will be noted.

First, in all of fhe regressions.the size of the corfected R2 is
higher in the 1973 regressions than in the 1970 regressions, indicating

that a larger percentage of the variance in performance is being ex-

3)

plained'in the 1973 estimates. The highest R2 (.27) in the 1973 estimates

is in the staff wage costs as a percentage of sales regression; The

regressions for the opbrengsten-kosten ratio, the deficit per worker,

3) Because of time constraints, only these regression specifications
are presented here. Other more complete and complex specificaticns
are in the process of being estimated.



Table 9

Regression Results Explaining Center Performsnce , 1973

‘Aw_uxpjh;:1:;; Opbrgngétcn- Deficit per | Nctto op- Gross social Staff wage ‘Sales as a Staff wage
Variable kosten vorker (000 | brengst per [cost per costs as a percent of costs as a
ratio guilders) vorker (000 lworker (000 percent of social costs | percent of
guilders puilders) W.S5.W. costs sales (%)
Gronirngen - - - - — — —
Fricsland -.04 +.493 <159 £.075 + .84 - 2.06 + .17
© Drente +.02 -.757 " -.279 ~.804 - 2.83 +1.77 +2.70
Overijssel ~,05 +.486 -1.231 -.552 -11.6% - 3.20 + .955
Gelderiza?, --.09 +.680 - ;859 +.814 - 9.31% - 9.06 - 8.82
Utrechs +.01 ~.924 - .896 | =1.634 - 7.62 “+1.78 + 4,59
Koord-liolland -.07 _+1:575% - 433 4 +.504 - 5.97 - 7.41 +6.73
. . i
Zuid-Holland -.07 +.567 -1.037 ) +.281 - 4.98 - 8.44 +28.58%
Zeeland -.01 -.621 - .268 io-1.77 -9.83 - 4.64 - 2.09
. ]
toord-Frabant +.08 -.872 +.056 , -2.24% -11.76™* +12.96 <17.49
Lirburg +.11 -1.008 +1.554 i -.875 - 1.48 + 6.40 ~ 4.09
x ; : :
Number of vorkers -.003 * +.0026%% | - 0041™ | +.0018 - .0054 - 022" |+ Lo07
Z Mentally handi- - | - *+-0020™ +.0018 +.031% -.0090 - .0040 S+ 130 - .69™*
cappod ' :
$ick perceatnge +.0035 +.0333 +.129% } 054 - .014 + 1377 - .62
- [
Z Above wipe group I| - 4.0031%% -.0232** +.023* 3 -.02 + 067 + 3267 - 1Lop*
Consultativa body +.058 -.110 +1.58 1 es07 + 2.91 + 3,24 -49,92%%
) .
Constant .22 2.68 711 i 5.86 39:90 37.57 231.5
? |
B” (corree ) .23 .20 Az .08 .05 .22 .27
, —

" dc Note Lhat the repress

ton ©as run o

n the inverse

of the varjiabiledisplaved 1o Table. & und 8.

- 9it -
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and sales as a percent of gross social costs also explain more than

20 percent of the variance in performance.

In the overvhelming number of cases (62 out of 77 possible
cases), the signs on the province coefficients coincide with the

signs in the 1970 analysis. Again, .the omittcd observation is

_Groningen, so that all of the coefficients are to be interpreted as

deviations from its value. However, while several of the coefficients

were significant in the 1970 analysis, only a few are significant

-in the 1973 regressions. Noord Brabant has significantly low social

‘costs and significantly low staff wage costs as a percent of W.S.W.

wage costs. Overijssel and Gelderland also have low and significant
values on the latter variables. Zuid-Holland has significantly high
staff wage costs as a percent of sales, and Noord-Holland has

a deficit per worker coefficient which is large and statistically
significant.

“ In the 1970 aralysis, Limburg and Utrecht had substantially
better performance. than rhe other provinces, and the values of their
coefficients were often significant. For 1973, Limburg often has
coefficents indicating better performance than the other provinces,

but in no case is the value of the Limburg coefficient statistically

significant. Overall, Utrecht's coefficient also indicate somewhat

better performance than the other provinces, but again in no case
is statistical significance presant. This decrease in the statistical

significance of the province variable is the second major difference

from the 1970 analysis. As the precedlng qectlon in this Chapter indicated,

this change is attrlbutable to the substant1a1 decrease in the
economic performance of centers in Utrecht and Limburg from 1270 to

1973 (see Table 8).

A third maJor difference is in the size of center variable (number

-jof non-sick workers). While size was generally invérsely related to

performance in the 1970 analysis, in the 1973 regressions this negative
relationship is also present, but is substantially more powerful.
In all of the regressions but one, the 1973 value ‘of the cocfficient

on center size is greater than the 1970 coefficient value., While size

was statistically significant in 2 of the 7 regressions in 1970, it

is a statistically significant determinant in 4 of the 7 in 1973,



- 118 -

This result was also anticipated earlier in this Chapter (see Table 6).

Fourth, mentzl handicap intensity is again positively related
to center performance. And, like center size, the strength of the
relationship is stronger in 1973 than in 1970. While this variable
was positively related to center performance in 4 of 7 cases in 1970,
it is so related to performance in 5 of 7 cases in the 1973 analyses.
In 1970, none of the coefficients in the 4 cases was significant;
in 1973, 3 of the 5 positive relationship signs are statistically
significant.

Finally, while in 1970 the sick percentage was, by aud large
negatively related to performance, this variable appears to contribute
to economic performance in 6 of the 7 regressions in 1973. The only
explanation for this unexpected result is the positive correlation
between center size and the sick percentage shown in Table 1.
Apparently, sick percentage is acting as a surrogate for center
size in the regressions, and in that way picking up some -of its
negative impact on center performance.

As in Chapter 1v, Table 10 simulatc; the effects on center -
performance of 4 of the 6 independent variables (pro&ince is
omitted as is the presence of a consultation body). Again the degree
of responsivenesé is shown for the 4 performance indicators which
were aﬁalyzes in Chaptér IV. These simulations suggest the effect
on mean center performance.if the values of the independent variables
are changed from their mean values by specified amounts.

The values in Table 10 are interpreted in the same way as in
Chapter IV. The first column pfesents the ﬁeans of the variables
and the performﬁnce indicators. The next four columns suggest the
changes in the performance indicators if center size is doubled
(column 2), the percent of mentally handicapped workers i1s increased
by.10 points (column 3), the sick percentage is incrcased by 10 points
(coiumn 4), and the percentage of workers.above wage group I is in-
creased by .10 points (column 5). Whilec the direction of the changes
in performance is expected from the signs of the coefficients in
Table 9, the gimulations in Table 10 give 'a more intuitive interpretation

of the meaning ol the regression coelficicnts.
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Table 10

oisSnetas

Some Performance Simulations Using Regression Results, 1973

Mean Assumed Values of Independent
Value Variables and Predicted Values
of of the Performance Indicator
Variable
Number of non-sick )
workers $178.3 | 357 — _ — 133
Percent mentally
handicapped 54 - 64 - - 67.5
Sick Percentage’ 14.3 - - 24.3 - 14.3
Percent of workers .
"above wage group I 63.1 . - - - 73.1 78.9
“Opbrengsten-kosten - | | T [T | — — —+ —
ratio .55 .50 .57 .58 .58. .64
Netto-opbrengst per . .
worker (guilders) L 6041 5312 | 6341 733 6271 7007
Sales as a percent of .
gross social costs 68 64 - 69. 72 71 76
Staff wage costs as . : .
a percent of sales 78 79 71 72 68 - 52

The simulation in the final column again involves changing a number

of independent variables simultanecously 'and observing the effect on

economic performance. In that column, all of the independent variables
(except sick percentage) are changed in the direction of improved per-
formance by 25 ﬁercent of their mean values. Because of the unexpected

sign on the sick percentage, changes in.it were not simulated in this

exercise. The results of this exercise can be stated as follows:

. The opbrengsten~-kosten ratio i1s increased by 16 percent from
L {24 y P

.55 to

. The netto opbrengst per worker is increased by 16 percent from

.64,

604) guilders to 7007 guilders.,

. Sales as a percent of social costs is increased by 12 percent

from 68 to 76 percent.

. Staff wape costs as a percent of sales is decreased by 33 percent

from 78 to 52 percent.
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Again, the warning issued in Chapter IV rcgarding the interpre-

tation of these simulation results must be noted. They are based on the

point estimates of relationships whether statistically significant or

not, presume that a linear specification is appropriate, and ncglect
any possible interactions among the independent variables. They are

meant only to be suggestive of the potential for improvement in economic

performance.

V. Which Centers Perform Relatively Well and Which Do Not?

Again it is possible to isolate the centers with. the best and

. the. worst performance on each of the performance indicators. This is.

done for each of the indicators in Appendix D), where the top 20 and

_hottom 20 centers are identified for each indicator..

"In the 1973 analysis, 14 indicators are identified whereas

only 12 indicators were available in the 1970 analysis.

Table !} summarizes the results in Appendix T'. As in the 1970
analysis, the centers éppeafing at least 6 times in the bottom 20 and
the top 20 of the‘IZ.performanég indica;ofs used in 1970 are shoim, along
.with the.number of times they abpear in fhe bottom or top 20. By comparing
this table with Table 11 in Chapter 1V, it is clear that a number
of centers were among the best or worst performers in each of the
‘years -- 4 of 13 on the list of best performers in 1970 and 6 of 16
on the list of worst performers in 1970. Those centers appearing in’
the lists for both years are identified by an asterisk in the Table.
Again, the implication of the table is clear. Those centers with the
best overall economic performance must possess management, product
line, organizational, or employee characteristics which contribute to
such performance. These centers should be examined to determine if the
reasons for their success have applicability to pther centers. And,
as indicated before, efforts to improve the performance of the program

should be concentrated on those centers.with the worst ecconomic results.
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‘Table '11

)

Centers with best performance

Centers with worst performance

Center

Number of
times in
top 20
centers

Center

“Number of

times in
bottom 20
centers

Overijssel--B

‘Friesland-—-A

Noord-Holland--1 *

Noord-Brabant—-F
Noord-Brabant--B
Limburg~-D

Drente-—-A

Noord-Holland—--E .

Yoord-Brabant--C

Noord-Brabant——A *

'Noord-Brabant-rB

Limburg--C
L:i.rubl_\‘rg-----'.E''x

—
—

L - N N R I R

Noord-Holland—-F *

Zuid-Holland--D ~

Zuid-Holland~-E -

Gelderland--F

Noord—Holland-—O'*

Noord-Holland--D
Noord-Holland-—E

Noord;uolland——N *

Zuid-Holland~-7

" Zuid-Holland--C

Zuid-Holland--A
Gelderland--A A
Gelderland--D
Noord-Holland-~C

. Noord-Holland—-G *

Noord-Holland—--Q

10
10

w

o-a\a\osa\uxlm‘ooooooooco

* Centers appearing ig the same list in 1970 (Tablé 11, Chapter IV).

--a) Centers in the toble are identified only by province and o letter.
Each province retains its province-letter code throughout the
study. Inquiries regarding more specific identification of ceriters
should bec addressed to the Ministry of Social Affairs.



- 122 -

CHAPTER VII

A BENEFIT-COST EVALUATION OF THE INDUSTRIAL CENTERS PROGRAM --

CONCEPTUAT, 1SSUES AND PROCEDURES

Public manpower programs have characteristics similar to those
of many other public activities. They use real resources of society
--labor, materials, facilities, machines ~=-and they produce outputs
which are of benefit to society. These benefits are wide-ranging,
and include the products produced in the program, the increase in
productivity of the participants in the program, the increase in the
psychological well-being of the participants and their familics, and
so on. As a consequence, the standard techniques for evaluating the
worth of public programs in general are also applicable to public

manpower programs.

The most appropriate analytical framework for evaluation is called

benefit—cost analysis. Stated most simply, this framework seceks to

mcasure all of the social benefits which are produced by a public
undertaking and all of the social costs which the program creates.
After measuring these two values, benefit-cost analysis compares them
by subtracting the social costs from the social benefits. The resulting

value is called net social bencfits. If it is a positive value, the

project is viewed as a worthwhile social undertaking; if it is a negative
value, special efforts should be made to increase the benefits or
decrease the costs of the project. 1f negative net benefits cannot be

.eliminated, the continuation of the program should be questioned.

This discussion presumes that the evaluation of the project should
be done from society's point of view. Hence, we speak of sccial benefits
and socia) costs. However, there are other points of view that are
also relevant. For example, one could calculate the benefits and costs
of a program from the point of view of taxpayers. From this perspective,
interest centers on direct public sector expenditures and receipts
rather than on social benefits and costs. That this is a different
perspective than the .point of vicw of society as a whole can be seen
by considering transfer payments (say, benefit payments from a social
security program). Fron society's point of view, such payments entail

no costs at all —=income is simply transferred from one member of society
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to anather. From the taxpayers point of view, however, such payments
are 2 cost -— they result.in an increase in tax liability.

~ There is also a third point of view -- that of the participants
in the program. From this perspective, one would wish to analyze
the cxtent to which participants experience -benefits from the program.—-
and then compare these benefits with the costs which are borne
by the participant because of his involvement in the program. If there
is no coercion for individuals to participate in the program, this
perspective is redundant, Without coercion, the decision to participate
means that the benefits as perceived by the participant exceed the
costs. Participant cqercion, however, is not absent in many manpower
programs, and is likely to be a relevant consideration in the Socia1 
Employment program,- ' '

In this chapter, we will discuss éome of the conceptual issues
involved in doing a social benefit-cost analysis of ‘the Social
Empioyment program —~the first and most important perspective. In
applying this conceptual framework to the Social Employment - program,
we shall describe how an "ideal" social benefit-cost énalysis of the
program would be undertaken if all of the requircd data werc available,
The data required for such a complete evaluation cannot be obtained
without more time and resources than is available for this study.
Hence, a less comprehensive benefit-cost analysis is undertaken in
this report. The final section describes the procedurés and assumptions

employed in the analysié actually undertaken.

1. The Social Benefit-Cost Analysis of Social Employment — Conceptual

Issues

In this discussion, we shall first discuss the benefits of social
employment, then the costs of the program will be discussed, and.
‘finally a few other methodological issues will be addressed.

A. Social Benmefits of the Social Embloymept Program

The social benefits of the Social Employment program can be

categorized in a number of ways. The form chosen here is comprchensive

in that all of the primary components of social benefit are included.



The first cowmponent of social benefit is the output produced by
the program. In the Social Ewmployment program, these outputs are many
and varied. Some of them are material in nature, while others are
services. The production of furniture is an cxample of the former
type of output; the keeping of financial records is an example of

the latter.

I1f the economy were an effectively competitive economy, and if

_the outputs of the centers were sold on the open market or arranged

by competitive bids, the price at which the outputs were sold would be
an accurate reflection of their social value per unit. lowever, if the
economy is not competitive, or if the outputs are sold under special
non-competitive arrangements, price would not accurately reflect

social value. Depending on the circumstances, the price (or sales
revenue) might be greater or less than social value. In these cases,

a "shadow.price" for the output would have to be calculated. This price
would seek to reflect the willingness of the purchasers of the output
to'péy for it. In concept, this willingness to pay is an accurate
measure of the real social benefit of the output., Let us call the value
of this annual output, V.

The second component of social benefit is the increased product-

ivity of the participants in the program. Because of both explicit

training activities within the Social Employment program and simply
the effect on workers of being in a work-setting and engaging in work
activities, it is likely that the productivity of workers will increase
over time. '

This increase in worker productivity has characteristics of an invest-
ment-= once the increase in productivity is attained, it persists at
some level into the future. This future value for any giQen social

employment werker must also be reflected in the calculation of this

‘component of benefit.

The way to accomplish this, at least in concept, would be to
consider any particular social eﬁploymont worker x, and
1, determine what his economic productivity will be in future years
given that he is a participant in the program,
2. determine what his economic productivity would have been if he
had not becn a progfam participant, and _
3. calculate the différence between 1. and 2. for each future ycar
(call this stream of future year values AL in wHich t stands for

some future year).
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If these steps were accomp11 shed, it would be simpie to add up
21). of these future year values and to attribute the sum to the
program. However, this would give an exaggerated estimate of this
component of benefits, It would be exaggerated because this gain in
productivity in some future year is worth less than if the same galn
in productivity could be obtained today. That is, the delay in
experlonczng this future increase in productivity causes its value
-~ as evaluated today -- to be reduced. ’

The correct procedure for calculating the value of this stream
of benefits occurring in the future is called discounting. It involves
adjosting each of the future year values downward to reflect the fact
that a benefit not obtained until some year in the future is less
valuable than the same benefit received today. The extent of the down-
ward adjustment is determined by how far into the future the benefit
is expected, and is based upon a compound interest-type calculation.
For the beneflt expected in year te- AE -~ the adjustment factor is
(1 + r) in which r is the interest (or discount) rate. The total

valve of a series of annual benefits (AE], AEZ’ etc.) then is:

AE AE AE AE AE
Pmebm s —2 4,3 e Bt

(1+r)  (1+0)?  (140)> (1+r)  (#n)"

For. our purposes, then, P will be taken to beé the present value of
this productivity increase benefit,

A Ehiﬁg category cof sccial benefit could be called the soc1al—
psychoroglcal well~being gains of.- the participants in the-. program ThlS
category of benefit may have a number of sub-categories, each of which

might constitute 2 real social value. One'sub-category would be the

additional well-belng or satlsfactlon which -the worker experrenceq by
belng part1c1pant in the program. This saLlsfactlon can stem from a
nunber of sources-- the pleasure from contributing to an-on-going
productive process, the social interactions with other workers, etc.

To the extent that this benefit results in increased worker productivity,
it is already captured in the second category of benefits. Hence, this
sub-category consists: of well-being benefits over and above those reflected
in productivity improvements and, in concept, are measured by the

workers' willingness to pay for these benefits if he were required.

Let us call this sub—cétcgory of social-psychological well-being

benefit, W. Because the benmefit would persist only as long as the worker
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was participating in the program, it would .not have the investment
character of the productivity type of benefit, So, we do net have
to worry abcut discounting it.

Another subcategory would be the reduction in real social costs
or increases in social output which might result because of the
improved social-psycholeogical well-being of the worker. An example
of cost reduction would be a decrease in hospital, doctor, or
institutional care costs attributable to the improved psychological
well~being of the worker. These benefits would be experienced by
tawpayers, the workers' family, or the worker himself, depending on
. who bore the costs of this treatment if it were required. The value
of this benefit would, in concept, be equal to the cost of the care
provided to.thé worker if .-he were not in the program. less the cost
of the care provided the worker when he is in the program. An example
of increases in social output would be the increased work activity
of close reclatives of the handicapped person who would be able to
hold a -job if the person is himself employed. Let us call this sub~—
category, M. Again, this form of benefit would saem.to persist only
as long as the worker is participating in the program. Indeed, if
for some reason the worker is forced to terminate his participation
in the program unvoluntarily, this benefit could turn into a cost
as the person might, ‘upon termination, require care that he would
otherwise not require,.

A final sub-category of benefit is what in economics is called
a third-party or external benmefit. Citizens generally might experience
satisfaction simply by knowing that their comnunity (nation) was '
undertaking a program to aid handicapped or low skilled workers. This
benefit is equal to the willingness of citizens to pay for the '
satisfaction that they are experiencing, even if they do not have to
pay for it. Let us call this benefit, T. Again, for any given worker,
it would persist only as long as the worker was participating in the
prograin. .

' Considering one years' operation of the program, then, we can
define the total benefits (B) attributable to that years' operaﬁion

teo be:

B=V+P+W+M+T, in which

AE
t

P =
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B. Social Costs of the Social Employment Program

Like the social benefits, the gocial costs of the program can be
categorized in a number of ways. We shall again choose a comprehensive
categorization. '

The first category will reflect the output which will be forgome
by society because the worker is participating in the program, and
not doing something else. For example, if a participant might be doing
some part-time worke- say, keeping the books of a local small business —=
if he were not.participating in the program, this output would be lost
“o society if the person does participate. It is a program cost and,
presuming the worker would be paid the market value for his work,
would be measured by the wage income which would be earned by the worker,
if he were not participating in_ﬁhe program. Let us call this cost, 0.

The operation of the program uses scarce resources, and the value
of these is a second social cost to be considered in program evaluation.
This category of costs includes the following components:

' - the wages (including social premiums) paid to supervisory,
administrative, medical, and other non-W.S.W. workers emploved
by tﬁe program

- the materials and sales costs of the program;

. = the machinery, building,. and other facilities costs incurred
by the program;

- the costs of transporting.w.s.w. workers to the work centers;

= the medical and physical training costs incurred on behalf
of participants, to the extent that such costs are over and
-above the costs that would be incurred for participants
if they were'not working in the program; )

~ other program costs (for example;'the costs of municipal

officials, employment office officials, members of advisofy
committees, and employees of the Ministry concetrned with the
prégram, whether or not these costs are reimbursed) to the
extent that they rcprésent the use of real resources in the
program. _ '

R D

Let us call this entire bundle of resource costs,

1) Consistent with standard benefit-cost practice, the salaries (in-
cluding social premiums) paid to W.S.W. participants are treated
as transfer payments —-- and hence, not as requiring the diversion
ci real resources.
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The third category of social costs would result if the functioning
of the Social Employment program entails inéfeased unemployment in
other parts of the economy. This cost would exist if
1. the output of the Social Employment program would displace some

private sector or normal public sector output, and
2. if some of the resources (primarily, labor)'releasgd because of

this reduced non—Social‘Employmént output, were not re—-employed

in some other activity.
Indeed, under the extreme conditions that the output from the program
displaced alternative production on a guilder-for—guilder basis and
none of released resources found alternative employments, the value
of this cost would be equal to V. On the other hand, to the extent
that production of the social émployment program required more inputs
(materials, machines, space) than equivalent output by the private

sector, production by the program would create some additional

. employment in the economy. This increment to labor demand would tend

to offset the displacement effect. Let us call this component of

‘costs, D. In concept, it would be measured by the value of the labor

and other resource services which were displaced by the program
output, and which did not find alternative employment, less the-
incremental employment generated by the relatively low productivity
of the program. .

Again, considering ome years' operation of the program, the total
costs (C) attributable to that years' operation would be:

C=0+R+D

C. A Social Benefit-Cost Account

This categorization and compilation of social benefits and costs
can be summarized by forming an account -- not dissimilar to the
income statement of a private business -- which includes all of the

benefit and cost components., Such an account is shown 6n the next

page.
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»

A Benefit-Cost Account for the Social Employment Program

Benefits ' - Costs
Y = Value of Program Output 0 = Forgone Participant Output
P = Present Value of Increased R = Program Operating Costs,
Productivity of Participants including non-W.S.W. salary
W = Social-Psychological Well-Being costs, materials costs,
‘Increase to Participants _ machinery and facilities costs,
M = Reduced Medical or ‘Psychological|" and incremental training costs
Care Costs Stemming from - D = Value of Forgone Output from
Increased Participant Social- Displacement of Private Sector
Psychological Well-Being and Normal Public Sector Resources
T = fhird—party Benefits Stemming Not Re~employed '
from Increases Social-
Psychological Well-Being
B = Social Benefits from One-Years' | C = Social Costs from One-Years'
Operation of the Program Operation of the Program

From this accounting, the crucial concept of the Net Social

Benefits (N) of the program can be derived. .

N=B-C.

- Only if N> 0 is it in society's interest to continue the program

II. The Sccial Benefit—Cost Analysis of Social Employment ~~Procedures

From the discussion.in section I, it is seen that the data and
information requirements for a comprehensive benefit-cost analysis
of the Social Employment program are significant, In the case of some
of the variables, data are available to’'allow us to méke an estimate

of the value for individval progtram years. For other wvariables, the
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data required for an estimate do exist, though the collection and
organization of them is beyond the time and bhudget coastraints of this
project. For yet other variables, the value is unmeasurable, given
the state of knowledge and the available data., This is true
in particular for those Qariables defined as the willingness to pay
for some effect by certain citizens. '

In this section, we will first discuss each of the benefit~cost
variables shown in the benefit-cost account, indicating the extent to
which they are measufable and the extent to which we have data on which

to base a measurement.  In those cases in which measurement will be

. undertaken, we will describe the procedures adopted and the assumptions

on which the calculation is based. Finally, the framework of the
benefit—cost analysis undertaken will be summarized, and an example

of the calculation presented.

V = Value of Program Output:
For the years 1970, 1972, and 1973, data have been obtained on

the sales revenue of each of the industrial centers. Because the
output produced by these centers is sold either via a contract with
a private sector business or a governmental unit or on the open
market, it‘is likely that the output will be sold at a competitive
price. This is especially true if the contracts are obtained through
.a cdmpe;itive bidding process. Hence, the data on center sales
Tevenue will be taken as a good estimate of the valué of program.
There are reasons for believing that the sales revenue data
‘'may be biassed upward as an estimate of V. In some cases, buyers
of output may be willing to pay a premium over the market price
because of the desire to aid handicapped workers. There are also
reasons to believe that the sales data may yield estimates of V
. which are biassed downwsrd. For example, because so much of the
labor cost of the'centers is subsidized, centers may enter bids on
contracts which are below the effective market price of the product
or service. While the magnifude of these biasses is unknown, we
will accept sales revenue as a reliable estimate of V, noting that,

in our judgment,it is, if anything, biassed downward to some extent.
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P = Present Value of-Increased Productivity of Participants

No reliable estimates of the value of the training are
available. Therc is some, admittedly weak, evidence that the gain.
in productivity from participating in the program is not sub-
stantial, however. The main piece of evidence is the very Jow
— and falling -- number of participants who make the tramsitiom

from ¥W.S.W, employmenf'to private or normal public sector employ-

ment (seg Table 8 in Chapter I). Indeed, -even the recorded outflow

data may exaggerate to some unknown extent the increase in
worker productivity which is provided by the program. This is so
because some of the employees leaving the program may be moving
into private sector business under the aegis of the mandatory
legislative requirement described in Chapter T.

As a result, we will adopt two procedures in.estimating this
value for this variable. First, we will assume it to be zero.
Second, on the basis of some rough\estimates of worker progress
through the wage groups of the program and ait assumed duration,
for which this productivity~effect persists, we will calculate a
value of P, In this second calculation, we will assume that
1. worker promotion through the wage groups reflects real changes
" in their productivity,

2. differences in wage payments among the various groups in a
particular year reflects differences in real produc;ivity,

3. average perioa for which productivity improvement persists is
15 years, and

4, the.discount rate is 10 pércent (a standard rate for public

sector program evaluation)

This calculation is described in detail in Appendix E. As an upper-

bound estimate of this value, we will assume that the actual value

of P 'is about threc times the value estimated iIn Appendix E.

Social-Psychological Well-Being.Increase for Participanmts:
Reduced Medicél or Psychological Care Costs Stemming from Increased
Participant Social—Psycﬁological VWell Being:
Third-Party Benefits Stemming £rom Increased Participant Social-
Fsychelogical  Well-Feing:

These components of program benefits are all treated as un-

measurable.
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0 = Forgone Participant Output

In the absence of an experimental design, it is impossible
to obtain a reliable estimate of what participants would be doing
if they were not in the program, Some of them wouid undoubtedly
be doing nothing in the way of productive work. Others would be

engaging in some part-time free~lance productive activities, for

‘which they may or may not receive remuneration. Still others would

be employed in private industry under the provisions of Wet
Plaatsing Mindervalide Arbeidskrachten.

In cur analysis, we will make two assumptions regarding this
value. These assumptions are regérded to be lower and upper bounds
on the true falue. The first assumption is that the true value
is zero. The second assumption is that the true value is .3 times
the wage costs they are generating in the program. Im this assumption,
we are presuming that in the absence of participating im the Social
Employment pfogram, workers would be engaging in activities which
would yield them income equal to 30 percent of their wage costs in

the program.

Program Oberating Costs, including Non-W.S.W. salary costs,
materials costs, machinery and facilities costs, and incremental .
training costs

For the years 1970, 1972, and 1973, data have been obtained
on the total costs of each of the industrial ceﬁters, and the
composition of these costs in from 9~16 categories (depending .upon
the year). These data wgfe collected by fhe Ministry of Social
Affairs from the individual centers, and hence represent summaries
from their detailed accounts, Presuming that the inputs which these
costs represent were purchases in competitive markets, these costs
should be accurate reflections of the social costs which the
use of these inpﬁts implies.

If there is 'a bias present, it would be in the direction of
understating costs., This judgment is based upon what appear to be
excessively low costs for facility rental and equipment depreciation
for scme of the centers. One speculation would be that the buildiﬁgs

used by some centers are owned by the municipalities and provided




- 133 -

to the center for a nominal charge. The same could be true of some
of thevequipment used. An alternative speculation is that the
centers may own the building without a mortgage and, hence, register
no charge for it in their accounts. In either case, this component
of costs would be too low. Because, in both cases, the services of
the facility or the machinery used represent a real economic input,
they should be valued at the price which they would bring if sold

(rented) on the open market.
The estimates would also be biassed downward because mno costs

are included for the time of municipal officials, members of advisory
comnittees to the municipality and the Ministry, members of the
placement committec, and all of the employees of the Ministry who are
concerned with administration of the Social Employment Program.

In spite of this likely downward bias, these cost estimates
are assumed to accurately represent real social costs and are applied

in the benefit-cost analysis.

Value of Forgome Outpul [row Displacement of Private Sector and
Normal Public Sector Resources Not-Re-Employed

Like some of the other compoments of real social costs and
benefits, this component is extremely difficult to estimate. No
direct data on it is available.

In our benefit-cost analysis, we employ two estimates of

this value. These estimates are meant to be upper and lower bounds

_ of the true value. These estimates were obtained as follows: First,

the value of industrial center sales of goods and services in various
industrial sectors was obtained. Second, the ratio of private sector
sales to private sector wage costs in each of these sectors was
estimated. Assuming that each‘guilde; of industrial center sales
displaces a guilder of private sector salcs,and that the marginal
employment-output ratio in these éectors is equal to the average
output ratio, we obtain the rcduction in private sector wage
payments in a sector by multiplying the industrial center sales

in an industry by the sales-wage cost ratio for that industry.

This was the third step. The fourth step was to multiply the
estimated private wage cost reduction by a number equal to the

proportion of displaced private sector workers which does not find



reemployment. This &iclds an estimate of D. As a lower bound, we
chose this number to be zero. A proportion of .3 was used for
the upper bound, When multiplying by .3, we are assuming that

" 30 percent.of the displaced labor does not find re-employment.

This procedure is described inm detail. in Appendix F.

From this variable-by-variable discussion, then, it is clear

that reliable estimates of some of the variables are available for

‘each of’ the centers,'rough'estimates of other variables are available,

and no estimates -are available for still other of the variables.
The following account, similar to the one presented above, shows
the status of the empirical estimates available for each of the

variables.

Benefits . Costs
V - Reliable estimate, but with 0 - Rough estimate
possible downward bias R - Reliable estimate, but with
P - Rough estimate . possible downward bias
W- No ‘empirical estimate available D - Rough estimate.
M - No empirical estimate available
T - No empirical estimate available

If we confine ourselves to those variables for which some estimate

is available we have the following calculation of partial net benefits

(PN):
PN = (,V+P)'- (0 + R +D)

The resulting value of PN can be positive or negative; if it is

negative, it represents a net social cost.
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If, now, a calculation of PY is undertaken which, for example

is - x guilders, the following statement can be made:

Neglecting Social-Psychological Wetl-Being Benefits, the Social
Employﬁcnt Pfogram (or industrial center z) imposes a net

cost on society of x guilders. For the program (or a

céntcr) to be judged as contributing to net social welfare,

the sum of psychological well-being benefits

must be greater. than x guilders.

Clearly, evaluation of whether the social-psychological well-being
benefits of the program (or a center) are sufficiently large to

warrant .imposing a cost of x guilders on society can only be done by

_policy makers at the highest level. However, such a judgment must

ultlmately be made -- and it is precisely the sort of calculatlon
presented above whlch can enllghten the judgment.

.To place this procedure in somewwhat more practical terms, consider

the following example £6r a hypothetical center, in which the values’

are all-stated in terms of guilders per W.S.W. worker:

Benefits Costs
V = # 12,000 ' "~ 0=14 5,000
P =f 4,000 = f 15,000
W = Unknown D=7 1,000
M = Unknown .
T = Unknown

In this case, PN = f -5000, indicating that without accounting
for W, M, and T, the operation of this center imposes a social cost
of f 5000 per W.S,W. worker on Dutch citizens. Given this, we would

conclude that the operation 6f this center can be considered as

contributing to the welfare of Netherlands citizens only if it is

judged to yield more than f 5000 worth of social—psychélogical

well-bBeing benefits per worker employed in the center.
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It is this sort of calculation which will be presented in the
following chapter for each industrial center and for the industrial

center program as a whole, for the year 1973,
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CHAPTER VIIL

A BENEFIT-COST EVALUATION OF THE INDUSTRIAL CENTER PROGRAM -~ EMPIRICAL

RESULTS

In this chapter, the empirical results of applying the benefit-
cost concepts described in the preceding chapter to the W.S.W. program
are presented. In the first section, the nature of the estimates of the
benefit-cost variables are described. Then, ‘the specific seunsitivity

tests used are outlined. Finally, the results themselves are presented.

I. Empirical Estimates of Benefit and Cost Variables

In the preceding chapter, the components of a benefit-cost
analysis were defined. These were summarized in the benefit-cost
account shown in that chapter. As stated there, the benefit-cost

analysis performed in this report relies on empirical estimates for

- Value of Program Output,

- Present Value of Increased Productivity of Participants,
- Forgone Participant Output, ’

- Program Operating Costs, and

- Forgone Output from Displacement of Private Sector Labor

2 ™ O Y <

The Net Social -Costs (or Benefits} (PN) calculated from these variabhles
are-defined aS[kV +P) - (0+R+ Di] and is taken as an eé;imate of
the social costs imposed on the Dutch citizenry in order to produce

the unmeasured (and unmeasurable) social psychological well-being

benefits. These benefits were defined as:

W - Social Psycholegical Well-Being Benefits to Participants,
M- Reducgd Health Care Coste and other Benefits Stemming from W, and

T ~ Third-party Benefits Stemming from W.

If it is judged by policy-makers that the social costs required to

yield these tenefits (W'+ M + T) are excessive, means of reorienting



e 138 -

and, perhaps, restructuring the p;ogram should be undcrtaken,

All

of the estimates of PN presented in this report are based

on data and relationships existing in 1973. All are stated in terms

of net benefits or net costs per worker. And, all of the estimates

are of the net- benefits or costs accruing from one zear's operation

of a center or the.program. The following summarizes the various estimates

of the benefit—cost variables used in the analysis.

Vv -

In all of the estimates, the value of program output is

_ taken to be the sales revenue received, as stated in the

center reports to the Ministry of Social Affairs.

The "best estimate'" of the increase in participant product-

ivity i¢ 531 pguilders per worker. The basis for this estimate

is presented in Appendix E. In the sensitivity tests employed,

two estimates of this variable are employed:

1. An upger:bouhd estimate of 1531 guilders which suggests
that the real benefits from this source are about three
times the estimated value of 53! guilders.

2. A lower bound estimate which suggests that the real

benefits from this source are zero.

An upper bound estimate of this value is taken to be 30 percent
of thé Qage and associated costs of W.S.W. workers. This
éuggests that the output of W.S.W. workers, if they were not

in fhe program, would be 30 percent of their program wage
costs.

A lower bound estimate is taken to be zero, suggesting that
W.S.W. workers would have zero productivity if they are not

in the p:ogfam.

In all of the estimates, the program operating costs are taken

- to be the sum of non-W.S.W. salary costs, materials costs,

machinery and facilities costs, and incremental training costs,

as stated in the center reports to the Ministry of Social Affairs.
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'VTTD - An estimate of the private sector wage income which is lost
due to W.S.V. ppdgram output depends upon the proportion

6f-the disnlaced private sector employees which find alter-

native employment. As Appendix F indicates, if none of the

displaced workers finds alternative employment, every guilder
of W.S.W. sales causes lost private Sector wage income of’

.33 guilders. In the sensitivity tests employed, two

estimates of this variable are.employed:

1. An upper bound estimate equal to 10 percent of per W.S.W.
worker sales revenue. This estimate presumes that 30 percent
of all displaced private sector workers fail to find re-
employment. This estimate would be appiicable in a period
of general business recession.

2. A lower bound. estimate equal to zero. This estimate presumes

" that all displaéed private sector workers find reemployment.
This estimate would be applicable in a period of high labor

demand.

II. Sensitivity Analysis of Net Social Costs and Benefits

Using these estimates, the following three sensitivity tests were

used in the benefit-cost analysis.

Estimate I: Upper Bound Values of All Benefits and Lower Bound Values
_of All Costs

Estimate I yields the .most favorable possible evaluation of
social costs required to . produce the unmeasurable social
psychological well-being benefits. It is a lower bound

estimate of social costs,
PN = (V + f 1531) - R;

f 1531 (upper bound estimate);

0= z2ero (lower bound estimate);

zero  (lower bound estimate).
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Estimate II ; Lower Bound Values of All Benefits and Upper Bound

Values of All Costs

Estimate II yields the least favorable

- evaluation of social costs required to produce tha
unmeasurable social psychological well-being benefits.

It is an upper bound estimate of social costs.

' ) o PN = V - .3(W.S.W. wage costs per worker) + R +

LT - l1(sales Revenue per worker) ;

zero (lower bound estimate)

30 percent of W.5.W. wage costs per worker
' (upper bound estimate)

10 percent of sales revenus per worker

(=)
4

(upper bound estimate)

Estimate III: Only Accounting Values
Estimate III neglects all of those elements of benefit

and cost on which no firm accounting estimates are
available. It, in effect, assumes that P, O, and D equal

. zero — the lower bound estimate of -each.

P, 0, and D = zero (lower bound estimate)

[y

IIX. Empirical Benefit-Cost Estimates

' " In this section, we will first describe the overall benefit-cost
aestimates for the W.S.W. industrial centers program, and then present
the results for the individual centers with the highest and lowest

. . \
social cost estimates.

A. Total Social .Costs of the W.S.W. Industrial Centers Program

From the threc benefit-cost estimates described in the previous
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section, it is possible to obtain three cstimates of the value of

total social costs for the entire program in 1973. This is obtairned

by multiplying the estimate of social costs per worker in each

center by the number of workers in that center, and then cumulating

this value over the .centers.

The three estimates obtained are:

Estimate I = 65.1 million guilders
. Estimate II = 273.7 million guilders

107.2 million guildets

Estimate III

At 2 minimum, then, the 1973 social costs of providing the social

psychological well-~being benefits are f 65 million, and could be

as great as f 274 million. A reasonable middle estimate of 1973

social costs would be f 125 ~ £ 150 million. Stated in per worker

per ‘year terms, these social costs are:

Estimate I = f 2365 per worker

Estimate II 7/ 9950 per worker

Estimate III = f 3896 per worker

A reasonable medium estimate would be f 5000 - f 6000 per worker per

year.

Given the increase in costs since 1973, combined with the

1égging sales revenues for the program, a reasonable estimate of

social costs per Go;kér“in 1976 would be from f 7500 ~ f 10;000. If

this estimate of social costs per worker applied to both industrial

center and open—aiilandAadministrative workers, the total social

cost of the W.S.W. program in 1976 would be on the order of

7 480 million te f 640 million.

B. The Distribution of Social Costs (Benefits) Per Worker Among the

Centers

‘Because the centers have substantially dif{ferent results in terms

of sales and costs, the net social costs (or benefits) per worker can
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be estimated for each center. This has been donme and, in this section
the distribution of centers by net social costs or benefits is shown.
for each of the three estimates.
' Table 1 presents this distribution for Social Cost Estimates I,
II, and II1. For the lower bound estimate of social tosts per worker
~— Estimate I -— the range of estimates extends from f 14,289 of

social costs per worker to f 4341 of social beénéfits per worker. For

the centers with non-negative values it is estimated that social
benefits are being produced over and above the social psychological
well-being benefits. Twenty seven of the 155 centers yield such net
social benefits, if Estimate I is accepted.

The range of the upper bound estimates of net social costs per
worker -- Estimate II ~- extends from ~-f 21,468 to -f 3304. No centers display

non-negative values and the bulk of the centers (119 of 155) have net
social costs from -f 6000 to -f 12,000.

The distribution of net social costs for the estimate based on
only accounting values —- Estimate III -- is intermediate to the other

two estimates. The range of estimates is from f 15,820 of social costs

per worker to f 2810 of social benefits per worker. Eleven of the
155 centers are estimated to yield net social benefits. In this
distribution, 106 of the 155 centers are concentrated in the -f 2000

to ~f 8000 range of social costs per worker.
C. Which Centers Have .the Highest and Which Have the Lowest Social Costs?

In this section, the 20 centers with the highest and the lowest
social costs will be identified for each.of the three benefit-cost
‘estimates. It should, again, be noted that some of the centers show
net benefits on some of the benefit-cost estimates: If these estimates
are accepted, these centers are economically justified, apart from
any socib-psypholog;cal well-being benefits which they may produce.
Table 2 presents the 20 centers with the highest and lowest social
costs for Estimates I, II, and III. In each case the estimated values
of social costs or benefits are shown in guildérs per worker. By
inspecting this ﬁable, it is clear that many of the same centers appear

in the top 20 of all three estimates or in the bottom 20. Unless it
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can be demonstrated that very large social psychological well-being

benefits are being generated, the continued operation.of those centers

persistently in the lowest 20 ~- with the highest social costs per

worker —- could well be questioned,

Table 1

Per Worker, Estimates I, II, and III, 1973

"Distribution of W.S.W., Industrial Centers by Social Costs (Benefits)

Net Social Costs (-)

or Benefits (+) (in

Number of Centers

155

pguilders) : Estimate I Estimate 11 Estimate 1II
~14,000 or less 1 1 2
© =14,000 - -12,000 1 17 0
-12,000 - -10,000 0 4 4
-10,000 - -8,000 5 47 5
- 8,000 - -6,000 8 31 22
- 6,000 - -4;000 21 7 34
- 4,000 - -3,000 . 19 1 22
- 3,000 - -2,000 22 0 28
- 2,000 - -1,000 29 0 15
- 1,000 - 0. 22 0. 12
o . - 1,000 13 0 s
1,000 - 2,000 6 L0 5
2,000 - 3,000 4 0 1
3,000 = 4,000 3 0 0

4,000 or more ] o]

Total 155 " 155
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CHAPTER IX

INSTITUTIONAL ARRANGEMENTS, INCENTIVES, AND PROGRAM PERFORMANCE

In Chapter II, the organizational structure of the Social
Employmenl Trogram was described in detail. This description was
based on an analysis of the Wet Sociale Werkvoorzieningen, which
authorizes the establishment of centers and outlines their functions,
responsibilities, and structure. In this chapter, the characteristics
of this structure which are likely to be important in determining
the performance of the program will be briefly reviewed. Then some
implications of this structure for the objectives and incentives
which are likely to influence each of the main groups of decision-
makers in the program will be analyzed. These incentives will be
evaluated to determine the extent to which they impede the efficiency

with which the program is operated.

‘I. The Organizational and Financial Structure of the Program -- A .

Brief Review

The organization of the Social Employment pfogram is bompléx.
The structure of financial arrangements and organizational relation-
ships is likely to have a significant impact-on the economic perform-
ance of the program. In this section, a number of these relevant
structural characteristics are highlighted. These characteristics
are judged to be the primary ones affecting the performance of the

program,

e The primary responsibility for organizing industrial centers
and open-air or administrative projects lies with individual
municipal governments or groups of municipal governments.

e Municipal governments are advised in the operation of
the program by a W.S.W. Commission which is composed of

elected municipal officials, trade-union representatives,
and a representative of the national government (Rijksconsulent).

Some Commissions also include a representative of industry or

employer organizations.
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e In most cases, the municipality arranges for an association

(Werkvoorzieningschap) to organize and operate the program.

"This association is sometimes responsible to a group of municipal-

ities rather than to only omne. In any case, the association has

a governiné'boafa or committee (Algemeen Bestuur) which is
the major decision-making bedy on issues of structurc and
operation of the werkverband. The membership on this board
always includes municipal pfficials, often the same officials

who are members of the W.S.W. committee. Typically, no national

~ government representative sits on this committee. In turm this

governing committee typically appoints a smaller committee from its own
membership (Dagelijks Bestuur) to give more day-to~day oversight
to the operation of the werkverband. '

The Algemeen Bestuur appoints the manager of the program (werkverband).

He reports directly to this committee and, still more regularly,

to the Dagelijks Bestuur.

The manager is responsible for organizing production, hiring

supervisory workers, securing sales, and reporting to the

Dagelijks Bestuur and the Algemeen Bestuur,

"The national government, through the Ministry of Social Affairs,

' stipulates a detailed set of regulations which must be followed

by municipalities in organizing the werkverband, providing
services and'supervision to the workers, and adapting work
conditions tdlthe workers. The government also sets criteria

for admitting workers to the program, and a prbcedure for
applying these criteria. Finally, the government, again through
the Ministry of Social Affairs, establishes a set of wage
categories and stipulates a structure of basic subsidies to be
paid to the municipalities to cover the costs of the werkverband,
and a set of procedures which the municipality can follow in
applying for additional subsidization to cover deficits.

Candidates for employment in the program are suggested by

“medical institutions working with the handicapped, the government

employment agency in the municipality, and the local agency
administrating the disability law which is part of the social

security system. Lndividuals may also present themselves as

candidates for employment.
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v

o The W.S.W. Commission typically appoints a Placement Committee
made up of its members to consider recommendations for new
admissions to the program. This committee will include the
Rijksconsulent, who (in practice) has effective veto power om
new admissions. Potential new adwiltees are examined by a doctor
and/cr psychiatrist and intefviewed by a social worker, who make

recommendations to the Committee.

® Most W,S.W., workers would be eligible for a full pension under the
Disability Law if they Qe;e not employed in the W.S.W. pfogrnﬁ.
Some VW.S.W. workers (about 14,000 in 1976) receive a partiai pension
from the Disability Law, in addition to their W.S.W. salaries.
It is intended that the sum of the W.S.W. salary and the supplementary
Disability benafits be equal to at least 90 percent of the wape

before disablement.

e Sy

e The national government, through the Ministry of Social Affairs,
inspects and evaluates the werkverband prograh with an evaluation
group if the municipality applies for a supplemental subsidy
to cover any remaining deficit not covered by the sales revenue
and the basic subsidy. The group makes suggestions to improve
the efficiency of the werkverband. The supplemental subsidy is
automatically received by the municipality, irrespectiye of the
recommendations of the evaluation group. These recommendations,
however, may serve as the basis for a recommendation by the Central
Committee of the Social Economic Council and a dzcision by the
Minister to deny grantiﬁg of the supplemental subsidy.

o The national government, through the Ministry of Social Affairs,
requires annual reporting from the revenue-yielding centers,
including data on -costs, revenues, W.S.W. employment and its
composition by sex, age, wage group, duration, and Non-W.S.W.
employment-and its composition. Reporting required for the non-
revenue-yielding open-air and administrative projects is much less
detailed and the data yielded by it are not sufficient to enable an
evaluatibn of economic performance. ‘

¢ There exist associations of the industrial centers which serve to
supply information to individual centers, to coordinate sales
efforts of the centers, and to negociate redistribution of work
among the centers if serious unbalances in capacity utilization

exist,
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e The naticnal government -- through the Ministry of the Interior —-—
maintains a municipal fund to subsidize the.costs of programs
operated by municipalities. Municipalities apply to this fund and
receive subsidies to cover 80 percent of any W.S.W. program
deficit which exists after the basic government subsidy and the

special government subsidy.

II. Structural Incentives and the Economic Performancé of the Program

From this brief description, it is clear that a complex set of
organizations and individuals interact within an equally complex
set of regulations and subsidy provisions to determine the operation
of the Social Employment program. From a reading of the provisions
and from discussions with several of the individuals ihvolved in the
program, a number of impressions have been formed regarding the
incentives and othér institutions which affect the performance of
the program. Some of these impressions are very firm and can be
substantiated by data. Others of them are less firm, and rely on
inferences from the basic structure of the regulations in the program.
Others are still less firm, and rest on statements made in discussions
with those affiliated with the program. In the following numbered

statements, the most reliable of these impressions will be set forth.

1. The managers of the werkverand see the provision'of work to¥peop1é

admitted to the program to be the overriding objective. The coverage

of costs by sales revenue is not considered to be an important

objective. Hence, the structure of the program provides only weak

incentives either to increase sales or to economize on costs

From discussions with werkverband managers, it is concluded that
their main objective in pperating the program is to keep the W.S.W.,
employees busy and otherwise accomodated. Efforts to secure sales
are motivated primarily to keep the W.S.W. employees busy, and not
to defray the cost of the program. Having insufficient work to keep
the W.S.W. worﬁers busy was viewed as a serious probem, leading to

difficulties with the workers and low morale.
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Further, the structure of the program.conveys only minimal
incentive to managers to reduce costs. Any deficit is passed on to the
municipality who in turn passes the vast bulk of it on to the national

government. Indeed, .except under unique circumstances, no municipality

has to cover more than 2 percent of W.S.W. worker wage costs out of

its own budget.

For this reason, the werkverband manager perceives little
penalty if the program deficit increases, or reward if the def1c1t
is reduced. Similary, there is no reward for reducing costs or in—
creasing sales revenue and no penalty if costs drift.-up or sales
revenue falls off. Only his own professional and personal standards,
and his desire to be viewed as an effective and efficient manager by
the overéight committees, exist to encourage efficient program operation.
As a result, one would expect to see an upward drift in the proportion

of total program costs covered by subsidies. The data verify this drift.

2. Municipal officials and members of the W.S.W. Cormission do not

see minimization of the program deficit to be an important

objective. Again, the structure of the program provides these

officials-with very small incentives to either increase sales or

reduceé costs

) By and large, municipal officials and members of advisory committees
shére the manager's perception of the'primary objective of the program.
And, for the same reasons described in 1., the structure of the program
does little to focus their attention on the economic aspect of program
performance.

The lack of incentives for cost reduction or sales increase given
to the werkverband managef may be reinforced by the composition of the

W.S.W. committee. Representatives of industry organizations and trade

unions typically hold positions on this committee. Both of these groups

tend to see W.5.W. sales as a threat to their own interests, and are

not likely to be strong proponents of efforts to increase W.S.W. sales.

One aspect of the incentive structure should be noted, however.

While the average burden of costs borne by the municipality is very



low, after some noint the marginal burden of inecreases in the deficit

(whether due to cost increases ox sales revenue decreases) rises from

zero percent to 20 percent. As long as the deficit of a center (defined

as total costs less the sum of the basic subsidy, the special subsidy,
gales revenue, and miscellancous income) is zero, the marginal burden
of any coct increasez or revenue decrease to the mnn{ripality is zero.
Once a deficit appears, however, the marginal burden of any change

in the deficit to the municipality becomes 20 percent of the deficit

_increase. Hence, some incentive for cost contrel or sales increases

1)

may come from a municipality after a deficit appears .

. 3. Beceuse of (a) thellarge subaidy, to white collar and open-air

workers, (b) the open-cnded.and undefined nature of the tasks

which can be performed, and (c) the lack of effective control on

the growth of these components of the program, municipal

governrents are able to transfer functions -- and, hence, budget

costs -- from the municipal budget to the national budget.

Through the W.S.W. prbgram and the Municipal Fund of ‘the Ministry

of Intericr Affairs, the national government covers 98 percent of

the costs of white-collar and open-air W.S.W. workers. These workers

‘can be assigned to numerous jobs which have traditionally‘beenAthe
responsibility of municipal governments (e.g., tasks in the operation

~of swimuing pools, museums , and in the municipal offices themselves and
the maintenance of sports fields or municipal grounds). As a result
municipal officials often find it in their interests to expand these
components of the program, while simultaneously shifting municipal costs
onto the national budget. The only national government control on the growth
of this componeut 6f the program is through the_Rijksconsulent represent—

ative on the Placement Conmittee. And, in the face of advice from

e e o o

f; After a deficit appears, however, the municipality's marginal
burden of increases in costs varies among the types of costs.
The following Jist indicates the percent of any increase in the
various costs borne by the municipality after a deficit occurs:

~ W.S5.W. salary costs —— 2 percent

~ Subsidized Directing Persomnel -- 10 percent for personnel for
which a basic 50 percent subsidy is paid and 5 percent for
personnel for which a basic 75 percent subsidy is paid

- Non-Subsidized Tersonnel --— 20 percent

- Materials and Facilities Cosls —-— gg_éercqgg

After a deiscit appears, the municipality bears 20 percent of any

reduction in sales revenue.
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medical psychological, or social work experts, his efforts at con-
trolling program growth would seem to be constrained. This .incentive

for municipalities to encourage growth in the open-air and administrative
components of the program, coupled with the fixed physical capacity

of industrial facilities (at least in the short-run), accounts forl

the very rapid growfh in these components of the program in recent

years.

4. The extremely rapid grbwth‘of”the Disability Law program, coupled

with the decreasing gap between the ecarnings of W.S.W. workers

and the disability benefits, has reduced referrals to the W.S.W.

program from the Disability program and the Government Employment offices -

In recent years, the number of rec1p1ents in the Disability Law
beneflts bas grown extremely rapidly. This is related to an easing
of requirements for admission to the program, the inability of available
nedical and'psychological personnel to effectively maintain a careful
screen on new applicants or to monitor the status of existing
‘recipients, and a rapid rise in disaﬁility benefit levels. The growth

of this program haé had a number of impacts on the W.S5.W. program:

~ In prior years, when the Disability Pfogram was growing less
rapidly, officials in the program would seek to
move benefit recipiénts into some productive activity. The
W.S.W. program was one outlet. In recent years, the number of
referrals from the Disability program decreased.

~ The reduction 'in the incentive and abilitw of Disability
Program personnel to control growth in that program has been
-supplemented by a reduced incentive of benefit recipients to
seek or accept work. This is caused by the high and growing
level of disability benefits and the reduced percentage
differential between W.S.W. wages and the disability benefits
ievel; This reduced percentage differential has also made it more
difficult for the government Employment offices to encourage popentiai
admittees to seek private employment. or a W.S.W. contract A

rather than accepting Disability program benefits.
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- The relaxing of medical and psychological standards for
admission to the Disability program may have caused an erosion
in the application of admission criteria in the W.S.W. program

as well.

5, The provision of income (wages plus Disability benefits) to 'W.S5.W.

workers equal to at least 90 pevcent of previous inceme levels and

the rapid growth in this income in recent vears has reduced

the fiow of W.S$.W. workers Trom the W.S.W..prcgfam to open industry

or regular public sector employment.

When iv the W.S.W. program, a worker views his potential salary
in open industry as little if any above the minimum wage. This will
typically be below -- and, in some cases, substantially below --
his combined income from the W.S.%. program. There is little incentive
for such a worker to strive to make the transition effort. There is
strain involved and little reward. Similarly , because of rapidly rising
Disability.Law benefits, a worker not inclined to work may
experience little penalty in moving from the W.5.W. program to tﬁe
Disability program. No work is required in that program and little
financial sacrifice may be invoived, especially for workers not receiving

2)

both the W.S.W. wage and Disability benefits .

6. The criteria in the law for determining disability status are not

carefully defined and are subject to wide variations in interpretation.

This, coupled with the overload pléced on medical and psychological

personnel by the extremely rapid growth in applicants for disability

benefits, appears to have resulted in an increase in the number of

W.5.W, and Disability program participants who are not obviously
disabled.. These workers may be in the program simply because of

difficulty in securing regular employment because of low-skill, age,

or some other personal characteristic.

2) Also, there is cvidence that some Disability benefit recipients are
given work to do at home by private sector business. These businesses
place the spouse of the handicapped worker on the payroll, even, though
it is known that the disabled worker is performing the work. This
fraudulent behavior has at least three impacts on the Social Employment
program. First, some W.S.W. workers may find themselves better off
in leaving the W.S.W. program, receiving the full Disability benefit
and participating in this activity. Second, a Disability benefit
recipient who is able to engage in this home work is not likely to
wish to participate in the W.S.W. program. Third,this private sector
activity may deprive the W.S5.W. program of some potential sales revenue.



7. ¥hile the national government has responsibility for providing

financial subsidies to this program and for setting standards and

orgaunizational requirements, it is able to exercise little

financial and economic control over eitheér (a2) the growth of

cmploywent in the program, and (b) the financial costs of the

Erogram.

The elements of program control which are possessed by the national
government, through the Ministry of Social Affairs, are seriously

constrained. In a very real sense, Lhe national government is simply

in the position of paying bills submitted by organizations (municipalities,

and through them, werkverland), irrespective of social costs or taxpayer

burden; The instruments cf national government control consist of:

'1.'Poiicy statements and advice by the Minister of Social
Affairs. ‘ '

2. Examinationﬁand evaluation reports on werkverband operation
submitted by government evaluation tems, which reports can
lead to denial of the supplemental subsidy.

3. Stipulation of budget'goals, and the communication of them
to municipalities:

4. Revision of operating and admission criteria so as to
constrain decisions of municipalities and werkverbanden.

5. Presence of the Rijkscoﬁsu]ent on some of the municipality
governing bodies. ' .

6. Annual statistical reports submitted by werkverbanden on costs,

revenues, employment, and structure.

Although the effectiveness of these instruments is difficult to assess,
both the nature of the instruments and conversation with those subject
to and administering them suggesf a serious- lack .of program control -
by the national government. Instruments ! - 3 are forms of "moral
suasion" and effective only in setting avtone or attitude .
Instrument 4, like all written regulatioms, provide as much incentive
to seek ways of organizing or reporting to avoiding the regulation as
g

to altering behavior so as to conform to its objective. Instrument 5

is only as effective as the individual Rijksconsulent. Morcover, the
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decisions in which he is involved are only a limited subset of a
range of decisions necessary to maintain cffective control. Instrument
6 is basic to estzblishing some control. The present reporting system
is impeded in doing this for several reasons: '

]. reports are often not obtained until a year or more after the
period covered by the report,

2. the nature of the reports for the non-revenue-yielding open-air
and administrative centers concentrate only on costs and employment
and are inadequate for understanding the outputs of the activities,
much less effecting control over costs, and )

3. while the reports can be used to isolate good and bad performances
in some cases, there is no channel by which sanctions or rewards
can Be adminiétrefed to encourage good performance or to penalize

poor performance.

In sum, then, the existing program structure is not such as to
encourage effective economic performance in the operation of the
¥.8.W. pregram. The natjonal government (and, through it, taxpayers),
pay the bill while municipal governments and werkverbanden make
operating decisions. Program managers or municipal officials have little
incentive to control costs or to incfease revenues. There is little
effective accountability of municipal officials and program managers
to the national government. And, the latter can, through the manipulation
of the program, shift the burden of traditional municipal costs onto
the national government. Moreover, the wage or benefit structure in
open industry, the W.5.W. program, and the Disability program provide
little incentive to disabled workers to either seek work or to move
from either the Disability program or the W.S.W. program tc employment

in open industry.
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CHAPTER X

CONCLUSIONS ARD RECOMMENDATIONS

This final chapter is an attempt to draw together some of the
key findings of the study and to note some of the directions for
policy which these findings suggest. The conclusions drawn are
based on both the statistical findings and on an analysis of the

structure and incentives implicit in the program itself.

.Some Conclusious

Numeréus statistical findings and other evidence discussed in
this report suggest 2 number of questionable structural and incentive
arrangements in the Social Employment program. Only the most significant
of theh are noted in this‘summary. To highlight these conclusions,
they will be simply ctated here: the basis for them is found in the

body of the report.

e The Social Employment program is large relative to the Netherlands

economy and is growing rapidly. In 1976, about 64,000 workers were

in the program -- about 1.5 percent of the Dutch labor force.

In 1965, .75 percent of the labor force was in Social Employment.
From 1970 to 1976, employment in the prograﬁ grew at a rate of.

6 percent per.year,_while employment in the Dutch economy has

shown little if any growth.

An increasing proportion of workers in the program are employed

in open-air and administrative asctivities, rather than industrial

activities. The industrial centers component of the program has
grown relatively slowly since 1970 in terms of total cmployment.
31,167 workers were employed in industrial cehters in 1970; this
increased to 32,358 in 1975. The.employment growth in the other
component of the program -- open-air and administrative projects --
has been much more rapid. In 1970, 12,552 workers were employed

in this component and by 1975 this number has grown to 23,880

workers.,

e R



¢ The total c¢osts of the program have grown far more rapidly

than employment in the program since 1970. This is largely

due to the rapid increase in the salary paid to W.S.W. workers
in this period. In 1970, the togal cost of the program was
656 willion guilders. By 1975, this has increased to 1702
million guildérs. This represénts a growth rate of over 17

percent per yezar.

o The sales revenue carned in the program has grown at a’

modest rate since 1970. In 1970, the industrial centers

component of the -program had sales of 160 million guilders.
Sales revenue increased to 323 million guilderé in 1975 -~ a

growth rate of about 12 percent per year.

o The subsidy cost of the program borne by the government

has risen enormously since 1970. The costs of the program not

covered by sales revenue are covered by subsidies from 1) the
national government through the Ministry of Social Affairs,

2) the national government through the Municipal Fund of the
Ministry of Intetior Affairs, and 3) municipal governments.

In 1970, the national subsidy was 460 million guilders. By 1975,
the natlonal subqldy has increased to 1270 m11110n gullders

)

ThlS represents a growth rate of nearly 19 percent per year .

e For the industrial centers component of the program, the national

goverrment subsidy has risen from 10,303 guilders per worker in

1970 te 25,538 guilders per worker in 1975. This is an increase

of nearly 20 percent per year. For the open-air and administrative
Eenters, the national government subsidy to the program has risen
from 11,042 guilders per worker in 1970 to 19,280 guilders per
worker in 1976 -- an increase of nearly 12 percent per year. In 1975
the subsidy cost of the program for one industrial worker re- .

quired 110 percent of the modal worker's wage iucome.

1) This subsidy cost, it should be noted, does not include the bencfits
received by Social Employment workers from the Disability Law. As
noted in Chapter TI, some Social Employment workers received
supplementary benefits from this law, in additional to their wages.
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o The growth rate of the total subsidy to the program is

significantly in cxcess of the growth rate of the economic

base which sustains the program. This economic base (measured

by Net National Product) has grown at a rate of 9.8 percent per year
during the 1970 - 1975 period while the subsidy has grown at
a rate of 19 percent. By 1976, the total cost of the program

was over 1 percent of the nation's Net National Product,

e The increasing subsidy in recent years is due in large part

to slow economic growth in thé general ecoromy. As noted below,

W.$.W. centers provide some employment flexibility to private
business. As a result, the sales revenue of W.S.W. industrial
centers is likely to fluctuate more radically than private sector
sales and general cconomic conditions. This makes the management
of the centers difficult and causes the public subsidy to the
centers to increase when economic conditions are depressed and

to decrezse when economic conditions improve.

o During the past decade, the.number of workers meving from the

Social Employment program to open industry has declined

precepitously. In 1969, 3400 workers (8.4 percent of the total)
left the W.S.W. program for employment in private induétry.ABy
1976, this number had fallen to 1000 (1.6 percent of the total).
As a result, the program has substantially reduced i£s function
as a transitional program to move handicapped workers into
private sector or'normal public sector employment through

training.

@ On balance, the adverse effect of the program on open industry

sales and cmployment is negligable. Because of the slow growth

of sales and the nature of the output, industrial centers have
less adverse impact on open industry output and cemployment than
in prior years. Moreover, hecause of the reduced (and low) level
of flexibility of Dutch enterprises in altering their labor force
in response to changed econcmic conditions, the existence of
Social Employmﬁnt industrial centers has, in some cases, been

of benefit to private industry. In periods of high private sector



.~ 158 -

sales, somz private busincsses have increascd the contracts
made available to Social Employment industrial centers, which
contracts are reduced or removed in periods of low sales.

The existence of industrial centers has praovided an element

of cmployment flexwibility to private industry.

There is substantial variance among provinces in the ratio of

Social Employment workers to the tectal labor fexrce. In 1974,

this range was from .75 percent (Utrecht) to 2.5 percent

(Limburg) . Because the incidence of disability and the tastes

for work presumably do not vary among provinces to such an

extent, two phenomena could cause this result: 1) some provinces

. are more effective in offering work to their disabled and

2) some provinces have more relaxed standards for classifying people

as disabled than do other provinces.

Social Employment workers are more heavily concentrated in the

wood and furniture industries than in any other, In that industry,

the percentage of the labor force in Social Employment has

ranged from 5 to 7.5 over the last decade.

The subsidy arrangements in the program give municipalities

enormous incentive to hire W.S.W. workers to perform municipal

functions. These functions have likely been filled in the past

by regular municipal employees. By substituting W.S.W. for regular
_ employees, the municipal function becomes performed, but with the
national government paying 98 percent of the cost. Evidence of

the prevalence of this practice is seen in the very fapid growth
of. the W.S.W. workers in open-air and administrative activities,

relative to industrial activities.

The subsidy arrangements in the program give municipalities

incentive to relax the admission criteria for individuals who

could be placed in traditional municipal government functions.

An indication that this may be occurring is the high and in-
creasing percentage of "not classified" disabilities in the

administrative component of the program. From 1969 to 1974,



~ 159 -

this percentage increased from 26.6 to 30.4 percent. Given
the comprchensive and detailed classification system, the
presence of over 30 percent of administrative workers without
a classifiable disability is surprising. Also, it should be
noted that the 30 percent figure is an average value. For this
average to rise by 4 points in 5 years, the percentage of new
admittees to this program with "not classified" disabilities

2)

would have to be substantially above 30 percent .””.

¢ The industrial centers component of the program is highly

labor intensive. Labor related costs (W.S.W. salaries and

transportation cost plus staff and supervising costs) are
about 10 times cadpital related costs (facilities plus depreciation
plus interest costs). This compares to a labor cost to capital

cost ratio of 4-6 in private industry.

e The program has'a high ratio of supervisory and staff costs

to wage costs of handicapped workers. For every guilder of

salary paid to a W.S.W. worker in an industrial centers, therc
is 30 cents paid to supervisory and staff personnel. The staff
costs per worker are especially high in the industrial centers

with fewer than 100 workers.

o Industrial centers employing from 100 — 175 employees appear to

have the best economic performance. Centers above and below

this size have less satisfactory economic performance.

.2) As an indicator of this effect, consider the change in the
percentage of not=classified handicaps in the program from 1974
to 1975. In Chapter I, it was shown that the percentage of NEC
workers in the total program increased from 12.6 percent in 1974
to 14.6 percent in 1975. In 1975, 14,800 people entered the
program and 10,400 left the program; a net increase of 4400.
-Assume that 12.6 percent of thc leavers were NEC -— the same

" percentage as in the total program from which they left. To move
the total percentage from 12,6 percent to 14,6 percent, 21 percent
of the incoming 14,800 workers would have to have had the NEC
classification. From such calculations, it seems highly likely
that, in 1975, from 40 to 50 percent of the -incoming W.S.W.
workers in adninistrative activities had the NEC classification.
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o Economic pcrformance of the industrial centers varies

significantly by province. Limburg and Novord-Brabant 'have among

the best economic performance on almost all indicatevs. Fricsland,
Gelderland, and Noord- and Zuid-Holland have among the weakest
ccononic performance. This conclusion is based on the regression

3)

analyses, when factors other than region were held constant .

o The size of centers and the percentage of workers above Wage

Group I scem to contribute significantly to the economic

performence of industrial centers. By changing these variables

(and others significantly related to program performauce) in the
proper direction, the economic performance of the industrial

centers could be increased by 10 to 15 percent.

o Soma centers have persistently weak performance (see Table 1}

in Chepters IV and VI).

» The net social cost of generating social psychological well-

being benefits to handicapped workers is high and rising

rapidly. In 1970, the cost to society of providing each industrial
center worker with whatever social-psychological benefit the
. preogran provides was about 1500—2600 guilders. By 1973, this
social cost had risen to from 5500-7500 guilders. It is likely
"that the cost to society of providing such benefits is from
7500 to 10,000 guilders per worker in 1976. If this same social
cost estimate also applies to W.S.W. workers in the open-air
and administrative component of the program, the total social

cost of the program in 1976 is at least 500 million guilders.

e Decision-makers in the program have no more than token incentives

to reduce the real social costs of the program. These decision-

3) This conclusion is based primarily on the analysis of the 1970 data.
The results for 1973 modify this conclusion to some extent. Sce
Chapter VI.
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makers include municiphl officials, members of oversight committees,
medical and psychological advisors, and social workers.

Reducing social costs, in effect, requires increasiqg sales

or decreasing Non-W.S.W. salary costs or increasing worker

productivity.

The economic performance of the Social Employment program is

related to -— and in recent years has been adversely affected

by == the structure and growth of the Disability Program. In

recent years, the Disability program has been characterized by:
1) high and rapidly rising benefit levels, 2) rapid growth

in the number of benefit recipients, .3) an apparent decrease

in the ability of medical and psychological personnel to effect
control over entry to the ﬁrogram and to monitor continuation
of individuals in the program, and 4) the likely abusé of some
program recipients in receiving but not reporting income from
work done in the home. These characteristics have adversely
affected the performance of the W.S.W. program by: 1) reducing
the economic incentives of the disabled to work in the W.S.W.
program, 2) encouraging relaxation in the standards for admission
to the W.S.W. program, 3) reducing the former pattern of the
referral from the Disability program to the W.S.W, program of
disabled persons likely to benmefit from work, and 4) reducing
the motivation of W.S.W. program managers to control costs and
increase sales in their program (which they view as at least

encouraging work efforts by the disabled).

The national government has few instruments for imposing fiscal

and efficiency control on the performance of the program. On

the other hand, the national government budget covers 75 percent
of the total costs of the W.S.W. program. This is a classic
example of a case in which the governmental unit which benefits

is not the governmental unit which bears the costs.
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Some Recommendations

These cchclusions imply 2 number of policy recommendations.

These recommendations are designed to secure improvements in the

economic performance of the Social Employment program and are intended

r

to cerve as the basis for further study and discussions of ‘the program:

I. Basic to improving the economic performance of the W.S.W.

program is reform of the Disability Lav, providing bencfits

in cash and in kind to disabled people.

This reform should be designated to achieving the

. : 4
following objectives ~:

- A.

To provide increased incentives for beneficiaries of

Disability Law benefits to seek and accept work, either
in the‘private or normal public sectors or in the W.S.W.
program. Among the instruments for achieving this are:

a) increasing the gap between Disability Law benefits and
wages in private sector, normal public sector, and W.S.W.
employment, and b)'increaéing the coverage of periodic
physical and psychological examinations to eliminate non-

eligible people from the benefit roles (see below).

To insure that heneficiaries of Disability Law benefits

are eligible for such benefits. As indicated in this

Report, there is evidence of both a relaxation in the
application of eligibility criteria to new program '
applicants and an inadequate nuwber of medical and psycho-
logical personnel to effectively monitor the continued
eligibility of existing recipients. Both of these problems

are correctable.

4) While other reforms in this program may be desirable as well,
these are the changes which are most closely related to improving
the performance of the W.S.W. program.
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C. To insure. that Disability Law recipients are not illegally

employed and receiving income over and above Disability
Law benefits. While- the extent of such illegal activity
is not known with accuracy, there is evidence that it

5)

exists and that it is not trivial .

II. The government should undertake a study designed to formulate

explicit recormendations for:

i e increasing incentives for cost reduction and sales and

productivity increases to program decision-makers;

" o granting instruments of effective fiscal control of the

program to the Minister of Social Affairs.

A. With respect to increasing the incentives for economic

performance, the study should consider the following
proposals b): _ ‘
i : o Replace the current unéconomic subsidy structure for
industrial centers with a2 graduated subsidy arrangement,
such that the municipality bears some fraction of the
total-cost~less-sales-revenue-deficit of industrial
.centers. The fraction borne by the municipality would

be greater the greater the per worker deficit.

‘An example of such a schedule would be the following:
The base percentage of the center deficit borne by all

municipalities could be set at 10 percent of the average

5) Detection of this practice is not easy. One device
employed is for work to be done in the home by the Disability
Law beneficiary, while payment is made to a. non-working spouse.

6) It should be recognized that any efforts to improve economic per-
formance may lead program decision-makers to select only the
most productive of the handicapped for participation in the
program. To the extent that the program has an economic function
—- which according to the law it does have —- such a selection
is desirable. However, to the extent that the program aims at
providing employment to the handicapped, irrespective of their
degree of handicap, this sclection may not be desirable, Such
a conflict is inevitable in a program designed to have both
economic and "sgcial" objectives.
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per worker deficit in the total program in the previous
year times the number of workers in a center, with the base
percentage rising (or falling) by ! percentage point for
every 5 percentage points above (or below) this average
deficit which was recorded by the center. If the avcrage
deficit was 20,000 guilders and the base percentage was
" 10 percent, the base liability of the municipality would
be 2000 guilders per worker. However, if the industrial
center in a municipality had a per worker deficit of
16,000 guilders (20 percent below that of the program as
a.whole), the percentage liability of the municipality
would fall to 6 percent from the base of 10 percent. fhe
liability of the municipality would then be 960 guilders
per worker rather than the base of 2000 guilders.

Replace the current subsidy structure for open-air and

" adpinistrative components of the program to insure that

"a greater percentage of the deficit of activities which
directly benefit the municipality and its citizens are
borne by the municipality. For these components of the
program the base percentage could be set at, say, 20
percenf rather than the 10 percent base of the industrial
centers. Again, this base percentage could be modified
"according to a schedule relating a particular municipality

program deficit to that of the program as a whole.

Eliminate the provision which enables the municipality
to cover 80 percent of any pfogram deficit from the

Municipal Fund of the Ministry of Interior Affairs.

Establish a bonus arrangement to enable directors of
centers which show reduction in this deficit over time to

Se revarded.

Establish a system of awards or prizes such that center
enployees would be rewarded if the deficit in their center

or program is reduced from onme year to the next.
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B. With respect to increasing the fiscal control over the

program by the government, a'study should consider the

following proposals:

e Assigning to the Minister of Social Affairs the power
to assume control-of the management of an industrial
ctenter whose economic performance persistently falls

below some explicitly stated norm.

e Assigning to the Minister of Social Affairs the power
to mandate operating changes in a particular municipality

program when program performance is judged to be’ inadequate.

e Requiring the Minister of Social Affairs to instifute a
regular formal audit of the open-air and administrative
components of municipality programs to determine if
W.S.W. workers in these components meet prograh eligibility
requirements. .The results of such audits, covering each
municipality at least once cach 5 years, could be used
to alter the base percentage of deficit for which a

municipality was liable.

e Enabling the Minister of Social Affairs to place limits
on the number of participants in the program, and to
allocate this number among the municipalities. Although
a crude instrument for effecting control, it doés provide
a means of terminating the current open-ended, uncontrolled

nature of the program.

* 111. The government should undertake a study to.determine if there

are supérior alternative arrangements for assisting the

handicapped other than the existing W.S.W. structure.

These alterhatives could either afford equal psychological
well-being benefits at a social cost below 7500 - 10,000 guilders
per worker (the estimated cost per worker of providing these
benefits under the existing pfogram) or they could yield lower
well-being benefits with lower social costs. A policy-decision

is necessary to detcrmine what social costs are warranted for
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the provision of such well®being benefits. Among the alter-
natives which should be considered are:

A. Only disability pensions;

ﬁ. Provision of home work for the disabled;

- C. Conﬁracting out werkverband ﬁanagement and operations to
' private sector businesses;

D. Increasing the rehabilitation, training, and p;ansitional

. emphasis of the program; _ .
E. Providing employment (wage) subsidies to private industry

for the employment of such workers.

The Ministry of Social Affairs should devote additional re-

sources to improving the data and information collected on

the operation of municipality social employment activities.

In particular: . »

A. Reporting deadlines should be moved up and strictly enforced
'so that timely information of individual centers performance
could be obtained.

B. The data analysis capacity cf the Ministry staff should be
increased so.that faster and more comprehensive computer-based
analysis of center and wunicipality performance can be obtained.

C. A major restructuring of the data requirements for the non-revenue
yielding open-air and administrative activities should be under-
taken. At preseﬁt, t%e Ministr& has no information on the
costs and no information on the value of the outputs of
these activities. As.a part of this restructuring, a set
of procedures for valuing the output of centers should
be set fortﬁ, and municipalities should be required to

estimate this value for the activities under their direction.

The Mipistry of Finance should show the full budgetary impact

of the W.S.W. program in the annual budget. This total impact

would consist of the basic subsidy and the special subsidy
(alloéatcd by the Ministry of Social Affairs) and the Municipal
Fund subsidy (allocated by the Ministry of Interior Affairs).

The Central Committee of the Social Economic Council (SER) which is

advisoryv to the Ministry on the Social Employment program

should interpret its legal mandate in an active rather than
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a passive manner. Such an active advisory role would involve

? . the requesting of regular reports from the Ministry on the
economic performance of the program (program costs, employ-
ment levels, sales revenue, and governmental subsidy pro-
visions, by municipality), exercising program oversight
functions, and providing unsolicited recommendations for

improving program structure and performance.
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APPENDIX A

THE INDUSTRIAL CENTERS AND THEIR IDENTIFYTNG NUMBER, 1970, 1972, AND 1973

12,
13.
14.
15,
16.
17.
18.
19.

21.

30.

1970

. Appingedam

Groningen
Hoogezand/Sappermeer
Leens
Stadskanaal
Tolbert
Uithuizen
Veéndam
Vliagtwedde
Winschoten
Achtkarspelen
Dantumadeel
Doxkum
Franeker (N.W.)

Franeker (Friesland)

Harlingen

Heerenveen
Hem. Oldeferd

Kollumerland

. Leeuwarden

Obststellingwersf
Opsterland
Smallingerland
Sneek .

Weststellingerwerf

. Assen

Coevorden’
Emmen
Hoogeveen
Meppel
Almzlo

Deventer

. Enschede

1972

—————

Appingedam

Groningen

Hoogezand/Sappermeer
Leens .
Stadskanaal
Tolbert
Uithuizen
Veendam
Vlagtwedde
Wingchoten
Achtkarspelen
Dantumadeel
Dokkum

Franeker (Westergo).

Heerenveen
Oldeferd

Kollumerland

Hem.

Leeuwarden
Oostetellingwerf
Opsterlaﬁd
Smallingerland
Sneek
Weststellingerwerf
Assen '
Coevorden

Emmen

Hoogeveen

Meppel

Almelo

Deventer

Enschede

1973
Appingedam
Groningen

Hoogeczand/Sappermeer

. Leens

Stadskanaai/Veendam/Vlagtwedde
Tolbert

Uithuizen

Winschoten

Achtkarspelen

- Dantumadeel

Dokkum

Franeker (Westergo)

Heerenveen
Hem, Oldeferd
Kollumerland
Leeuwarden
Ooststellingwerf
Opsterland
Smallingerland
Sneek
Westellingerwerf
Assen

Coevorden

Emmen

Hoogeveen
Meppel

Almelo

Deventer

Enschede



.5
5
6
6
6
6

[=))

o
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1970

. Hardenberg

. Héugelo

. Oldenzaal

Ommen

Steenwiik

. Vollenhove/Emmeloord

Zwelle

S

a2

ot

lten
tpeldoorn (Vlaswiek)
Apeldoorn (Leigraaf)

Arnhem (Presikhaaf)

. Arnhem (Met Dorp)

. Bergh

Culembbré
Doetinachem
Druten

Ede

Epe

. Ermelo (N.W.)

. Ermelo'(Sonneﬁcerdt)

Lichtenvoorde

. Neede

8.
9.
0.
1.
2.

3.

~t

S
.

Nijmegen (Valkenburg)

Nijmegen (De Hulsen)

Nijmegen (Vrouwvenatelier)

Tiel
Vofden
Wijchen
Zaltbommel
Zutphen
Amersfoort

Brnukelen

. Utrecht T en II
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1972

Hardenberg
Hengeio
Kampen
Oldenzaal
Ommen .
Steenwijk

Emmeloord

- Zwolle

Aalten

Apeldoorn (Vlaswiek)
Apeldoorn (Leigraaf)
Arnhem (Presikhaaf)
Arnhem (Het Do;p)'
Bergh

Culemborg

Doetinchem
Druten

Ede

Epe

" Ermelo (N.W.)

Ermelo (Sonneheerdt)-

Lichtenvoorde

Neede
Nijmegen (Valkenburg en

Vrouwenatelier)

Nijmegen (De ﬁulsgn)
Tiel

Vorden

Wijchen (Alg. en beton wpl.)

" Zaltbommel

Zutphen
Amersfoort
Breukelen
Utrecht I en II

1973
Hardenberg
Hengelo
Kampen
Oldenzaal
Ommen
Steenwijk
Emmeloord
Zwolle
Aalten

Apeldoorn (Vlaswick,
Leigraaf)

Arnhem (Presikhaaf)
Arnhem (Het Dorn)
Bergh

Culemborg,
Doetinchem

Druten

Ede

Epe

Ermelo (N.¥.)

Ermelo (Sonneheerdt)
Lichtenvoorde

Neede

Nijmegen (Valkenburg

en Vrouwenatelier,

Nijmegen (De Hulsen)
Tiel

Vorden

Wijchen

Zaltbommel

Zutphen

Amersfoort

Breukelen

Utrecht 1 en 11



6¢8.
69.
70.

71.;

73.

80.
8l.

85,

87.
88.
89.
g0.

9t.

92.
93.
94.
9s5.

96..

98.
99.

|
! 97.
|

100.

1970

Veenendaal

Ilscelstein

Zeist

Alkmaar

Amstclveen

Amsterdam (AGO)
Amsterdam (AGWO)
Amsterdam (ARCAVO-PL)
Amcterdam (ARCO)
Ansterdam (AVOp1last)
Amsterdam (GLAWENO)
Amsterdam (St. Ludger)
Ansterdam (Trompenburg)
Beverwijk/Velsen ;
Edam .
Hasrlem (Lick. gehand.)
Haarlem (Geest. gehand.)
Haarlem (Antiek)
Haarlenmermeer

Heemstede (Mecr en Bosch)
Heerhugowaard

Heiloo

Den Helder

Hilversum (Gooise)
Hilversum (Dckema)

Hocrn .
Purmerend

Schagen

Texel

Zaandam

Zandvoort

Alphen a.d. Rijn
(Binnehhaven)

Alphen a.d. Rijn
(Spoorhaven)

- 170 -

1972

—t

Veenendaal

IJsselstein

"Zeist

Alkmaar -

Amstelveen

Amsterdam (AGO)
Amsterdam (AGWO)
Arsterdam (ARCAVO-PL)
Amsterdamn (ARCO)
Amsterdam (AVOplast)
Amsterdam (GLAWENO)
Amsterdam (St. Ludger)
Amsterdam (Trompenburg)
Beverwijk/Velsen

Edam

Haarlem {Lich. gehand.)
Haarlem (Geest. gehand.)
Haarlem (Antiek)
Haarlemmermeer
Heemstede (Meer en Bosch)
Heerhugowaard

Heiloo

Hilversum (Gooise)
Hilversum (Dekema)
Hoorn.

Purmerend

Schagen/Den Helder
Texel

Zaandam

Zandvoort

Alphen a.d. Rijn
(Binnenhaven)

Alphen a.d. Rijn
(Spoorhaven)

1973

Veenendaal
IJsselstein

Zeist

Alkmaar

Amstelveen

Amsterdam (AGO)
Amsterdam (AGWO)
Amsterdam (ARCAVO-PL)
Amsterdam (ARCO)

Ams terdam (AVOplasty.

. Amsterdam (GLAWEXO)

Amsterdam (St. Ludger)
Amsterdam {Trompenburg)
Beverwijk/Velsen

Edem

Haarlem (Lich. gehand.)
Haarlem (Gecst.gehand.)
Haarlem (Antiek)
Haarlemmcrmeer
Heemstede (Meer en Bosch)
Heerhugowaard

Heiloo

Hilversum (Gooise)
Hilversum (Dekema)
Hoorn

Purmerend

Schagen/Den Helder
Texel

Zaanstad

Zandvoort

Alphen a.d. Rijn
(Binnenhaven)

Alphen a.d. Rijn
(Spoorhaven)



101.
102.
103.
104.
105.
106.
107.
108.
109.
110.
11,
112,
113,
114,
115.
116.
117,
118.
119.
120,

121.
122.
123.
124,
125.
126.
127.
128.
129,
130.
131,
132.
133.
134,

1270

Capclle a.d. IJssel
Delft

Derdrecht

Gorinchem (D.S.W.)
Gorinchem (De Schakel)
Gouda

's-Gravenhage (1.T.Z.)
's-Gravenhage (Speyer)
's-Gravenhage (A.V.0.)
Katwijk

Leiden (Metsustraat)

Leiden (Groenesteeg)

Maassluis
Middelharnis

Naaldwijk

Oud-Bijerland

Rotterdam (A.V.0.)
Rotterdam (Blinden)
Rotterdam (Erasmus) .

Rotterdam (L. Zestien-—
hoven)

Rotterdam (Luchthaven)
Rotterdam (Slinge)
Rijswijk

Sassenhein

Schiedam

Spijkenisse
Vlaardingen

Woerden

Goes

Hulst
Middelburg/Vlissiﬁgen
Oostburg ' '
Terneuzen

Zierikzee
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1972

Capelle a.d. IJssel
Delft

Dordrecht

Gorinchem (D.S.W.)
Gorinchem (De Schakel)

Gouda

's-Gravenhage (1.T.Z.)

'$-Gravenhage (Speyer)
‘s~Gravenhage (A.V.0.)
Katwijk i
Leiden (Metsustraat)
Leiden (Groenestecg)
Maassluis

~ Middelharnis
Naaldwijk
Oud-Bijerland
Rotterdam (Blinden)
Rotterdam (Erasmus)_

Rotterdam (L. Zestien-
hoven)

Rotterdam (lLuchthaven)

Rotterdam (Siinge)

Rijswijk

Sassenheim

Schiedam

Spijkenisse

Vlaardingen

Woerden

Goes.

Hulst
'Middelbﬁrg/VIissingen

Oostburg -

Terneuzen

Zierikzee

1973

Capelle a.d. IJssel
Delft

Dordrecht

Gorinchem (D.S.W.)
Gorinchem (De Schakel)
Gouda

';-Gravehhagc (1.T.2.)

_'s-Gravénhagc (Speyer)

‘s-Gravenhage‘(A.V.O.)
Katwijk -

Leiden

Maassluis

Middelharnis
Naaldwijk

Oud-Bi jerland
Rotterdam (Biindep}

Rotterdam (Erasmus)

Rot;érdam (L. Zestienhoven)

Rotterdam {(Luchthaven)
Rotterdam (Slinge) -
Rijswijk

Sassenheim

~Schiedam

Spijkeniss
Vlaardingen

Woerden

_ Goes/Hulst/Oostburg

Middelburg/Vlissingen

Terneuzen

- Zierikzee
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1970 1972 1973
135; Bergen op Zoom Bergen op Zoom Bergen op Zoom
136. Bladel Bladel Bladel
137. Foxtel Boxtel Boxtel
136. Breda Bfeda Breda
13%. Deurnc - -
140. Eindhoven . Eindhoven . Eindhoven/Valkenswaard
141. Helmond : Helmond/Deurne ' Helmond/Deurne
142, 's-Herifogeobosch .'s-Hertogenbosch . 's-Hertogenbosch

(Centrs Wp)

143, 's-Hertogenbosch o - N _
(Cor Unum)

144, 's-Hertogenbosch o - . -
(1gnacio) . ’
145, Mill Mill . Mill
146, Oosterhout Oosterhout ’ . Oosterhout
147, Oss Oss C Oss
148, Roosendaal ’ Roosendaal Recosendaal
149. Rucphen Rucphen - . Rucphen
150. Sehifndel” .. - . Seéhijndel” ., - Schijndel
151, Tilbﬁré (Riéthoorn) Tilburg (Marfha én kietﬁoorn) Tilburg (Martha’ en Riet-
152. Tilburg (Martha) ' - - ~ hoorn)
153. Valkenswaard . - -
154. Veghel Veghel - Veghel
155. Vught Vught A Vught
156, Waalwijk Waalwijk Waalwijk
157. Werkendam Herkendam Werkendam
158, Echt . - : -
159. Eygelshoven Eygelshoven .Eygelshoven
160. Galéen Geleen Geleen
161. Gennep A Gennep - . . Gennep
162, Heerlen (Fonds) Hecrlen (TFonds) . ' Heerlen (Fonds)
163. Heerlen (Oranje Nagsau) lleerlen (Oranje Nassau) Heerlen (Oranje Nassau)
164.f Heerlen (Beersdal) Beerlen (Beersdal) Heerlen (Beersdal)
Heerlen (De Locht) ' Heerlen .(De Locht) Heerlen (De Locht)

lieerlen (Molenbérg) Heerlen (Molenberg) Heerlen (Molenberg)



165.
166.
167.
168.
169.
170.
171,
172:

173,
174,

175.
176.

1970

Helden
Maastricht
ﬁocrmdnd

Sittard

Venlo/Bergen

Venray

Weert

- 173 -

1972

Helden
Maastricht
Roermond
Sittard
Venlo/Bergen
Venray

Weert

Leek

Tilburg (Tapisserie)

1973

Helden
Maastricht
Roermond /Echt
Sittard
Venlo/Bergen
Venray

Weert

Leek |

Volendam

Utrecht TTI (Op Dreef)
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APPENDIX B

TBE VARJABLES AXD THEIR IDENTIFYING NUMBER, 1970, 1972, AND 1973

Variable

1970

Variable

Number

1

O W O N U D WN

N

13
4,

15
16.
17.
18
19
20

21
22"
23
24

Province identification number

Number of workers, excluding the sick

Number of workers, including the sick

Percentage of Category A workers, above Wage Group I
Percentage of mentally handicapped

Percentage of mentally retarded

Presence of rcsponsible social employment board
Presence of mental testing and training

Presence of physical testing and training

Presence of consultation body for workers (1372)
Percentage subsidy given by government

Wages and Associated costs for W.S.W. and related workers,
per non-sick worker .
Transportation costs, per non-sick worker

Staff and supervisory personnel costs, per noa-sick worker
Medial care costs, per non-sick worker

Materials and sales costs, per non-gick worker
Facility costs, per non-sick worker

Depreciation costs, per non-sick worker

Interest costs, per non-sick worker

Other costs, per non~sick worker

Basic government subsidy, per non-sick worker
Municipal subsidy, per non-sick worker

Sales revenues, per non-sick worker

Other revenues, per non-sick worker
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1972
Variable Variable
Kumber
! Province identification number
2 Number of workers, excluding the sick
3 Sick percentage
4 Percentage of Category A workers, above Wage-Group 1
5 Percentage of ﬁentally handicapped
6 Percentage of mentally retarded
7 Presence of responsible social employment board (1973}
8 Presence of mental testing and training (1973) :
g Presence of physic%I testing and training (1973)
10 Presence of a consultation body for workers
It Percentage subsidy given by government
12 Wages and social insurance costs for WSW workers, per non-sick worker
13 Transportation costs, per non-sick worker
14 Personnel costs, W.S.W., per mon-sick worker
15 Personnel costs, non—-W.S.W., per non-sick worker
16 Staff salary costs, with subsidy, per ron-sick worker
17 Staff personnel costs, with subsidy, per non-sick worker
‘18 Staff salary costs, without subsidy, per non-sick worker
19 Staff personnel costs, without subsidy, per non-sick worker
20 Materials and sales costs, per non-sick worker’
2] Depreciation costs, per non-sick worker '
22 Interest costs, per non-sick worker
23 Rent costs, per non-sick worker
24 Maintenance costs, per non-sick worker
25 Energy costs, per non—-sick worker
26 _Taxes and insurance costs, per non-sick worker
27 Miscellaneous and general management cost, per non-sick worker
28 Facilities costs; per non-sick worker
29 Machine costs, per non-sick worker
30 - Management costs, per non-sick worker
- 31 Persornel division costs, per non-sick worker
132 . Administrative costs, per non-sick worker
33 Medical care costs, per non-sick worker
34 Business burcau costs, per non-sick worker
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Variable Variable. -

Rumber
35 Direct work management costs, per non-sick worker
36 Own transport costs, per non—-sick worker
37 Storage costs, per non-sick worker
38 Canteen costs, per non-sick worker
39 Sales costs, per non-sick worker
40 General costs, per non-sick worker
41 Mental test and training costs, per non-sick worker

42, *  Physical test and training costs, per non-sick worker



e,
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Variable

Number

I

Province identification number

Number of workers, excluding the sick

Sick percentage ’ |

Percentage of Category A workers, above Wage-Group I
Percentage of menta11y4handicapped

Percentage of mentally retarded

Presence of responsible social employment board (1973)
Presence of mental testing and training (1973)
Presence of physical testing and training (1973).
Presence nf a consultation body for workers

Percentage subsidy giver by government

- Wages and sovcial insurance costs for WSW workers, per non-sick worker

Transportation costs, per non-sick worker \

Personnel costs, W.S5.W., per non~-sick worker .

Personnel costs, non~W.S.W., per.non-sick worker

Staff salary costs, with subsidy, per non-sick worker
Staff personnel costs, with subsidy, per non-sick worker y
Staff salary costs, without subsidy, per mon-sick worker ©
Staff personnel costs, without subsidy, per non-sick worker
Materials and sales costs, per mon-sick worker '
Depreciation costs, per non-sick worker.

Interest costs, per non-sick‘worke}

Rent costs, per non-sick worker

Maintenance costs, pef non~sick-worker

Energy costs, per non-sick worker

Taxes and insurance costs, per non-sick worker

Miscellaneous and general management cost, per non—sick worker
Income from basic subsidy,.per non-sick worker '

Income from special sgbsidy, per non-sick worker

Sales revenue .
Miscellaneous contributions

Miscellanedys ingpme

Defigit accruing to the municipality

Surplus
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Variable Variable

Number

35. Subsidies for wages - 75 percent (000's of guilders)
36. Subsidies for wages — 90 percent (000,s of guilders)
37. Subsidies for wages -100 percent (000's of guilders)
38. Subsidies for wages - 50 percent (000's of guilders)
" 39. Personncl costs — T5 percent (000's of guilders)

k0. Personnel Costs - 50 percent (000's of guilders)

b1, Comuission meeting cxpenses (000's of guilders)

ko, Revenues from own product (000's of guilders)

L3, Revenues from contract work (000's of guilders)

Ly, Miscellaneous contribution (000's of guilders)

45, Miscellaneous income (000's of guilders)

L6. Number of direct productive hours (000)

L. Number of indirect productive hours (000)

48. . Number of unproductive hours (000)

kg, Nurmber of -sick hours (000)

50. Regular plus special subsidy, per worker

51. Tentative calculated special subsidy (000)

52, Remaining deficit for mumicipality (000)

.53. Number of subsidized directing personnel

5h. Number of male WSW workers

55. Total number of male workers

56. Number of female WSW workers

57. Total number of female workers

58. Total number of category B workers

59. Number of category A workers (incl. sick) in wage group above 6
60. Number of WSW workers, cat. A, with sick law benefits
61. Number of WSW workers, total , with sick law benefits
62. Number of WSW workers, cat. A, with disability benefits
63. Number of WSW workers, total , wilh disability berefits
6h. ' Number of category A workers, male, married

65. Number of category A workers, femule, married

€6. " Fumber of category A workers, male, unmarried

67. Number of category A workers, female, unmarried

68. Nunber of category A workers, less than 23 years
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59.
70.
T1.
T2,

Variable

Number of category A workers, more than 55 yeafs
Number of category A workers in program 6 months or less
Number of category A workers in program 6-12 months

Number ‘of category A workers in program 44 months or more
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APPENDIX C

THE PERFORMANCE INNTCATORS AND SOME SUMMARY STATISTICS

In the report, several indicators of center performance are
employed. This appendix defines these indicators, describes their
meaning and significance, and presents some summary statistics on
them. '

The indicators and their definition in terms of the variables
indicated in Appendix B for 1970 are as follows (for years other

than 1870, the definition is the same though some of the variable

numbers change):

-5

1. Opbrengsten-Kosten Ratio
23 - 16/(12 + 13 + 14 + 15+ 17 + 18 + 19 + 20) - (21 - 24)

This indicator is defined as the ratio of sales revenue less the
cost of materials to the non-materials costs which are not
covered by the basic subsidy and miscellaneous revenues. It
‘presumes that sales revenues are used first to cover materials
costs and that the basic subsidy is committed first to cover the
non-materials costs. The ratio then indicates how much sales .
revenue is left ‘to cover the non-sgbsidized costs. It represents
the effectiveness of the center in adding value to its raw
materials so as to cover the costs the basic government subsidy

fails to cover. A value of 1.00 indicates that a center has sufficient

sales to cover the remaining non-subsidizcd costs.

2, Deficit per VWorker

(12+13_+14_+ 15+ 16 + 17 4+ 18 + 19 + 20) - (21 + 22 + 23 + 24)

This indicator is simply the total cost of the center minus the
revenue from sales, the basic government subgidy, the municipal
subsidy, and miscellaneous income. It represents the additional

revenue which the center must raise from either the Ministry
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of Social Affairs, the Ministry of Interior, or from the
municipality itself. Note that it treats the basic subsidy and

the municipal subsidy as regular sources of income.

Total Cost lécs Sales Deficit per Worker -

(12 + 13 + 14 + 15+ 16 + 17 + 18 + 19 + 20) - 23

In this indicator sales revenue is treatcd as the relevant
source of income. It calculates the total costs which remain
after only sales are calculated. The indicator is similar to the

net profit (loss) as calculated by a private business.

Netto-Opbrengst per Worker

23 - 16

Netto-opbrengst represents the sales revenve which is raised (per
worker) over and above that. necessary to cover materials costs.
This remaining revenue can be interpreted as the value added to
raw materials by the center's activity. This value is the
numerator of the Opbrengsten-Kosten ratio. It is the revenue

available to cover non-materials costs.

Total Cost less Sales plus Basic Subsidy Deficit per Worker
(12 + 13 + 14 + 15 + 16 + 17 + 18 + 19 + 20) - (21 + 23)

This indicator is similar to indicators 2 and 3. While these
indicators calculate the deficit using all revenues (2) and only
sales revenue (3), this éndicator includes revenue from both sales
and the basic subsidy. In effect, it treats sales and the basic
subsidy as the normal sources of income and calculates the amount
of costs per worker which must be covered by non-standard revenue

sources. Each of indicators 2, 3 or 5 may he appropriate indicators

_of performance depending on one's perpective regarding the purpose

of the program. Indicator 3 would treat the centers as a normal
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private business. Indicator 2 treats sales plus all normal
subsidies as entitlements, and looks only to the remaining deficit.

Indicator 5 treats only sales and the basic governmant subsidy as

"entitlements".

Non-Matérials Costs less Subsidy Daficit per Worker

(12 + 13+ 14 4+ 15 + 17 + 18 + 19 + 20) - 21

The government subsidy is not meant to cover meterials costs. This
indicator shows how much of the other costs =- primarily labor costs
—= which are nof covered by the subsidy, Because it is primarily
these non~covered costs which determine the burden which a cernter
will be to a municipality, this indicator reflects the effectiveness

of a center in controlling these costs.

Social Cost Indicator

(13 + 14+ 16 + 17 + 18 + 19 + 20) ~ 23

In economic terms, the social cost of an activity is equal to
value of real resource inpufs to a program less the value of the
program's benefits. In this definition of social costs, it is
assumed that, in the absence of the program, W.S.W. workers would
be confributing nothing to the society's output, but would be
receiving disability or other social security benefits equal to
the sum of their wages (including the employer contribution)
and the medical care costs incurred onm their behalf by the center,
Hence, these two items of center costs are omitted from the cost
component of this indicator: they are treated as income transfers.
All of the other costs are real resource inputs. Also, it is assumed
that the real valuerf the output of the centers is the sales value
of the output. Sales revenue is therefore treated as a social
benefit. Net'social cost (or benefit) is treated as the difference
between these values.

. Clearly, however, the program has social benefits ocher than
the value of the marketable goods and services which are produced.
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Thesc other benefits have been described in various ways, but by
and large represent the psychological well-being of the W.S.W.-
workers. The value of these benefits is not measurable in moneﬁéry

terms. The social cost jndicator is an estimate of the costs imposed

by each worker in a center on taxpayers generally in order to provide

these psychiological well-being benefits, whatever their value.

The policy maker, in ewvaluating this program, must ask himself if
the social cost requirea to achieve these benefits is reasonable.

Hence, this is an important indicator.

Sales as a Proportion of Non‘Wage and W.S.W. Related Costs

T23/(16 + 17 + 18 + 19 + 20)

This indicator shows what proportion of materials, machinery, energy,
and facilities costs are covered by sales revenue. All wage-costs

- botﬂ staff and W.S.W. —- plus all W.S.W. transport and medical
care costs are considered as primarily covefed by the government
subsidy. This ratio compares real outpﬁt (sales revenue) with

non-=labor, non-W.S.%W. costs.

Sales as a Proportion of All Non-W.S5.W. Costs

23/(16 + 16 + 17 + 18 + 19 + 20)
This indicator is a modification of indicator 8. Here, the
coﬁparison is between sales and all real input costs other than

those directly associated with W.S.W. workers,

Sales as a Proportion of All Social Costs

23/(13 + 14 + 16 + 17 + 18 + 19 + 20)

This is a further modification of indicators 8 and 9. It is, in
some sense, a benefit-cost ratio. While most social costs are
included in the derominator, an important component of benefits
-— worker psychdlogical well—being benefits -- are excluded from

the numzrator.
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1!y Non W.5.W. Wage Costs as a Proportion of W.8,W. Wage

14/12

This indicator reflects the intensity to which administrative and
st2ff peracmrel are used in a3 center. The higher this ratio, the
greater the cost commitment to such personnel relative to the

costs of W.S5.W. workers.

12, Proportion of Sales to Non-W.S5.W. Wage Costs

23/14

This indicator shows the extent to which sales revenues are able
to cover only the administrative and supervisory personnel costs

in a center.

Each of these indicators captures some aspect of the economic
performance of 2 center. Depending on the question one is asking then,
cach indicator has relevance to the evaluation of center activities.
waever, because all the indicators work with the same limited set of
variables ~- and indeed, because each is concerned with economic
performance -- there-will be some uniformities in how centers are
appraised by them. The extent of this uniformity of appraisal by any
two indicators suggests the extent to which any two indicators are

good substitutes for each other.

In Table A-1, ‘the extent of this.uniformity is indicated for the year 1970.

That table shows the.-coefficient value and the correlation coefficient
between the values of any two indicators among the 171 centers. The
coefficients which are statistically significant with .95 confidence
are shown with an asterisk. The higher the value of the correlation
coefiicient the greater the substitutability between the two indicators.

Table A-2 lists the pairs of indicators with corrclation coefficients

“above .60. From this table, several of the indicators appear to be

good surrogates for others. Bence, indicator 5 is closely related to
indicators 1, 2, 3, 7, 9, and 10. Indicator 7 is a good surrogate for

ipdicators 2, 3, 5, 9, and 10, Indicator 2 is highly correlated with




Table C~1

Pairwise Regression and Correlation Coefficients Among Performance Indicators, -1970

Independent’

Veriable.
Dependent !
Variable .
! -
2 -6.71%"
.64
3 -5.68%
. .30
4 7.26% " -
44
5 -7.08%
: 72
€ ' .18
.00
7 . -¢.83%
.59
R 2.43% -
.33
2 1.05% -
.78
10 .96% -
.80
1 . =01 -
.00
12 -1.10

.39

.97%
.62

.48
.13

.92% .
.84

46X

SN

.96%
.83

3%
.37

i
.61

.10% .

.59

.01
.00

.09*
.18

.05
.00

.68%

.70

.33

.69%
.65

21x
.27

.06
.3i
.06%
.29

.02*
.09

.04*
.05

.62%

% Statistically significant with .98

.12
74
.52
.23%
.08

.06
.02

.05
.22

L05%

.27

.03%

.31

.08*
.22

.26%

x

.54%

.16
.99%
.87
3x
.36

x

.11
.64
.10%
.61

.02%
.09

.10%
.22

probabilityv,

.33
.17

a1 - 30

.09

.01
.02

.01
.01

.04
.58

.02
.01

.40
.11
.89

.1o*
.68

.03*% -
.20

.23

.19
.48

.16%
.40

.02
.04

.09*
.04

.88*
.96

- 12x

.07

-1.04"
.49

- .10

- 12

- 68 -



- 186 -

indicators 1, 3, 5, 7, and 9, Indicator 3 is closely related to indica-
tors 2, 5, and 7. Indicator 9 is highly correlated with indicators
1, 2, 5, 7, and 10. Indicator 10 has a close relationship to indicators

1, 5, 7, and 9.

Table C-9

Pairs of Performance Indicators with Correlation Coefficients

greatzar than .6, 1970

I S
1. 2-1 . 9.. 9 -1.
2. 3-2 ' 10, 9-2
3. 5-1 . 1. . 9-5
4, 5-2 12,0 9 =7
5. 5-3 _ 13, 10 - 1
6. 7-2 14, 10 - 5
7. 7-3 ' 15... 10 = 7
8. 7-35 16. 10 -9

From this evidence of the close relationship between indicators
1, 2, 3, 5, 7, 9, and 10, some of thesc.variables can be used as
surrogates for others. In our analysis, we use indicators 1, 2, 7,
. and 10 of this set. Of the remaining indicators (4, 6, 8, 11, and 12),
we use indicators 4, 11, and 12. Variables 6 and 8 were cxcluded
because of a judgement that they reflected a somewhat esoteric aspect

of economic performance.
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APPENDIX D

THE 20 CENTERS WITH THE HTCHEST AND LOWEST SCORES ON 12 PERFORMANCE
INDICATORS, 1970 AND 1973 &)

In this appendix, the 20 centers with the lowest and highest
scores on each of the 12 performance indicators (see Appendix E) are
identificd for 1970 and 1973.

In Tables D-1 and D-3, the 20 centers with highest scores
for 1970 and 1973, respecctively, are shown. Thcy are ranked in order,
with the center showing the best performance on each indicator
listed as having rank number ). The centers are identified by number:
the center name associated with each number is given in Appendix A.

In Tables D-2 aud D-4, the 20 centers with the lowest 1970 and
1973 scores are shown. They are also ranked in order with the center
showing the lowest performance on each indicator listed as having
the highést rank. There are 171 centers in all in 1970, and 155
centers iu 1973.

To enable a comparison of a center's performance with the mean
value for the indicator, the mean and standard deviation of each

indicator are shown in Table D-5 for 1970, and D-6 for 1973,

a) Tables D=| -- D~4, identifying the performancec of individual
centers, have been dropped from this version of the report.
Inquiries regarding more specific identification of centers
should be addressed to the Ministry of Social Affairs.




incicator Mean | Staudard Deviatien

1. Opbrengsten-Kosten Ratio .61 .21
2. Deficit p(;;: -{«.’orker (600 guilders) 1.70 1.79
3. Total Cost less Sales Deficit

per Worker (000 guilders) 12.76 2.22
4, Netto-Opbrengst per Worker _

(000 guilders) 4,28 2.36
5. Total Cost less Sales Plus Basic

Subgidy per Worker (000 guilders) 2.96 1.79
6. Non—Materials Cost less Subsidy

Deficit per Worker (000 guilders) 7.24 2.42

. Social Cost Indicator (000 guilders) 1.70 1.90

8. Sales as a Froportion of Non-Wage

and W.5.W. Related Costs 1.87 .91
9. Sales as a Proportion of all Non-

W.5.W. Costs. .85 .26
10. Sales as 2 Proportion of Social

Costs .78 23
11, Non-W.S.W. Wage Costs as a Proportibu

of W.5.W. Wage Costs .30 .12
12, Non-W,S.V, Costs as a Proportion

of Sales .38

.68




Mean and Standard Deviation of ‘the 12 Perférmance Indicators, 1973
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' Table D-6

" Mearn

Indicator Standard Deviation
1. Opbrongsten-Kesten Ratio .53 .21
. Deficit per Worker (000 guilders) 2.39 -2.1
. Total Cost less Sales Deficit ‘
" per Worker (000 guilders) 21,20 3.67
4. Netto-Cpbrangst pef Worker ) .
(000 guilders) | 6.04 3.14
5. Total Cost less Sales Plus Basic ' _
Subsidy per Worker (000.guilders) 5.63 2.63
6. Non-Materials Cost less Subsidy
.Deficit per Worker (000, guilders) 11.67 3.17.
. Social Cost Indicator (000 guilders) | 3.88 2.96
8. Sales as a Proportion of Non-Wage
and W.S.W, Related Costs 1.69 .93
9. Sales as a Proportion of all Non-
_ W.S,W. Costs o .73 RYLR [
10. Sales as a Proportion of Social
Costs _ .68 .22
11. Non-W.S.W. Wage Costs as a Proportion
of W.S.W. Wage Costs -3 -1
12, Non-W.S.W. Costs as a PFoportion
.78 . .52

of Sales
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APPENDIX E.

THE CALCULATION OF TRAINING AND INCREASED PRODUCTIVITY BENEFITS

The calculation of the benefits from increased worker product-
ivity due to a) training, b) familiarity with the work place oxr work
. schedules, and c) accomodation to production procedures is difficult.
Ideally, one would Qish_to observe the same worker both without
participation in the Social Employment program and with participation
and then make an estimate of his gain in productivity. This gain would
then be attributed to participation. The value of this productivity
increase could then be attributed as a benefit to the program.

Clearly, attaining this ideal is impossible.

An alternative method —-- less scientific but often reliable --
is to observe both a group of program participants and a matched
group of like individuals over a period after which the former group has
completed the program. In this case, it is the gap in produétivity between
the two groups over time which represents the contribution of the
program, and which must be counted as a benefit. Ofteﬁ, in such studies,
it is possible to observe the earmed income of both the program
participants and the contrél group during the period after participation.
in the program. This gap in earnings is a reflection of the contribution
of the program to increased productivity. However, because the Social
Employment program is —- by and large -- not a transitional program,
this post-participation observation method is not possible either.

Our procedure in developing an estimate of this component of
benefits is more crude than either of these methods, and ‘was adopted
because of the limitation of time and resources available for the
study. This procedure is based on the following presumptions. First,
each of the 10 wage groups in the Social Employment program has a set
of specifications stated in terms of worker éoﬁpetence and skill
level. Hence, we will presﬁme that the movement of a worker from one
wage group to a higher wage group implies that he has attained a higher
skill level, a higher compentence, and, hence, a greater productivity.
The observed movement of a worker over time is taken to represent the
contribution of the program to his skills and produetivity.

Second, we will presume that the wage leveis in the groups re-~
present the value of the producfivity of workers in that group. While

the correct measure of a workers productivity would be what he could
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command in the open labor market, this-yalue'is uvnattainable, as
there is no effective normal demand for Social Employment workers.
Recause the wage groups are meant to be reflections of skill levels
and competency, however, the wage levels attached to the groups are
likely to be good proxies of the value of the productivity of workers
in each group. We will accept them for that. '

Given these presumptions, we could now observe the changes in
z worker's productivity over time by observing how he or she changes wage
g;oups over time. This would, of course, presume that the plant
manager was accurately able to evaluate the productivity progress
of a worker through time. We have been unable to trace the progress
of individual.Social Employment workers through time, héwevér,.
because of a lack of individual worker data.

Hence, we have made a third presumption. We assumed that a

center which experiences very little growth or contraction in its

-size over time has the same group. of workers from one period to the

~mnext. If that is the case, we can measure the change in the distribution

of workers among the wagé groups from one period to the next, and

Jthat would yield an estimate of the pattern of progress of workers

through the wage groups through time. Observing this change between

two years would yield an estimate of the contribution of the program

in the iuntervening year to the increased productivity of its work force.

Clearly the assumption that the same group of workers is
employed in a center in both periods will not be entirely cérrectﬂ
However, if centers with little growth or reduction in size can be
identified, we will have eliminated some of the problem caused by
the interjection of new workers. The problem which remains is simply

the substitution of new workers for those leaving. Such new workers

. may have higher skill levels than those leaving, or lower skill levels.

On balance, however, one would expect the new entrants to have
somewhat lower skill levels than those leaving. Hence, our observation
of the change in the distribution of workers in a center by wage

grovp -may yield an estimate of productivity growth which is biassed
downward to some unknown extent. However, because we have chosen

centers which have little change in size, and because entering workers
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may well be placed in eantering ﬁagg groups which are above those
of workers wiho leave, the extent of :this"bias is believed not to be
excessive. This is the fourth presuﬁ?tion.

The specifics of our procedure in developing this cstimate are

as follows:

I. A random sample of 19 centers was chosen, and the distribution
of workers by wage groups was obtained for each center for
1973, 1974, and 1975. This yielded 38 (19 x 2) observations
of year-to-year change; in the.distribption-of workers by wage groups.
2. The wage levels of each wage group were obtained for Deéember,
1973, the date on which the 1973 distribution of workers was
estimated. This wage structure was presumed to represent the

structure of productivities among the workers.

3. All of the 38 observed distributions which demonstrate an
increase or a decrease in the number of workers in a center
of. 10 percent or more were discarded. This left a total of

31 observed changes in the distribution.

4. For each distribution, the average wage level (using the 1973
structure) was calculated. Then, the difference between
the average wage levels of two consecutive years was,
calculated. This difference is an estimate of the average

advancement in wage levels~- taken to represent productivities -=

of the workers in a center. There were 31 of these differences

in means calculated, of which 26 were positive values and 5

were negative values.

5. Presuming that the negative differences reflected an excessive
inflow of new, lower producfivity workers, these 5 estimated
were discarded. The range of the remaining 26 estimated average

differences was from f 1 per year to f 221 per year.

6. The weighted mean of these annual average increments was

calculated (using the number of workers in the center as weights).
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This weighted mean was f 69.96 per,year.'Hence, a value of

# 70.00 per year was 'accepted as the contribution of one

year's operation of the program to the increase in productivity

of the average worker.

The question now becomes, how long will this one-year increment
persist? Most studies have indicated that there is a rather
rapid decay over time in the éarnings difference between
workers who entered a training prograﬁ and those that

did not -- that after ten years, nearly all of the

increment to productivity has faded away. In our analysis, we

will be more optimistic - we will assume that the estimated

annual increment to productivity --f 70 per year - persists

for each worker for 15 years, and then falls to zero.

Because that increase in productivity is a stream of benefits

through time, it is difficult to use it in a benefit-cost

analysis. We must first calculate its present value, which is

.done through a process called discounting. In this process,

each future year's .value is reflected in the present value

calculation, but those values not occurring until some future period's

are discounted by a compound interest-type calculation. This reflects

the fact that a benefit in some future year is not worth as
much today as that same benefit if it were received today.
The present value (P) of a stream of annual benefits (Ri) is

calculated by the following formulq:'

The symbol r is the interest rate used and for this analysis
r = 10Z. This is a standard rate used in evaluating public

sector activities, and is taken to reflect the opportunity

“cost of di5p1acéd private sector spending.

The calculated value of P, the present value of increased

productivity benefits, is F 53! per worker.
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APPENDIX F

THE CALCULATION OF THE COSTS OF DISPLACED PRIVATE SECTOR EMPLOYMENT®

By producing output and selling it in the open market, social
employment centers are providing competition to private sector business.
It seems reasonable to assume that every guilder of social employment
sales represents sales of one guilder which would, in the absence of
the program, have been made by private business. Because of this
reduction of private sector sales, some workers in the private sector
will not have jobs that they otherwise would have had. In a fully
employed economy, this is no problem ~- these workers wili, by definition,
be employed elsewhere in the economy. When there is general unemployment,
these displaced workers may not find an alternative job. In this case,
their productivity is lost to the economy. This is a social cost. If
none of the displaced workers find alternative employment, the social
cost is estimated by the wage income which would have been generated
by the displaced workers.

As a first step in estimating this component of costs, the number
of private sector workers displaced by the Social Employment program
was estimated. This was$ done by calculating the weighted average sales
per worker in the industries producing products sold by the social
employment industrial centers. The industry weights used were the
percentages of industrial center sales in the various industries in 1973,

These were:

Textile and Clothing ‘ 7.0 percent

Leather, Plastic, Rubber, and Chemicals 6.3 percent

Wood and Furniture 10.7 percent
Paper, Printing, and Editing 7.8 percent
Pottery, Glass, and Concrete .8 percent
Metal and Metal Pfoducts 32.6 percent
Other 1 34.8 percent

1) The weighted average calculated for the identified industries was
assigned to the "other" industry category.
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The sales per worker among the industries ranged from f 134,000
in the Rubber and Plastics industry to / 63,000 in the Wood and
Furniture industry. The weighted average sales per worker was
estimated to be 5 74,058, '

In 1973, total sales revenue in the industrial centers program
was f 240 million, implying that 3240 private sector workers were
displaced because of the social employment industrial centers program 2).
The weighted average per worker wage costs in the affected industries —- using
the same weights as before —- was f 24,284 in 1973, Multiplying this
value by the number of workers displaced (3240) yields an estimate
of the private sector productivity which would be forgone if none
of the displaced workers finds alternative employmént. This value
is 7 78.7 million.

As described in Chapter VIII, the upper bound estimdte of the
propo;tion of displaced private sector workers Qho do not find
alternative employmént was taken to be .3. The lower bound estimate
was zero. llence, the upper bound estimate of social costs attributable
to the industrial centers program from this displacement effect is
f 23.6 million. Again, the lower bound estimate is zero. The upper
bound estimate is equal to f 721 per worker including the sick.

This same procedure was followed for each center in the benefit—
cost analysis. For the upper bound estimate, the formula for the
calculation of the forgone productivity from displaced private sector
workers (D) is: ‘ '

Sales Revenue
D = per worker o |3 o
in center x

- Sales revenue [~ 74,058
D = per worker | P L:3 24 NI

“in center x

weighted average sales per worker
weighted average wage cost per worker

Sales revenue
D = per worker ° .1
in center x

2) It should be noted that, in 1973, there were 32,714 uorkcrq employed
in the industrial centers program. Hence, on averagas, onc private
sector worker is displaced for every 10 disabled workers cmployed.
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