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Summary and conclusion

Financial scarcity, characterized by insufficient financial resources, poses
challenges that individuals and households face in fulfilling their basic needs*.
The consequences of financial scarcity extend beyond mere monetary constraints
and may negatively affect emotions, thoughts, and behavior, as well as well-being
and health®”. Financial scarcity may result in financial stress, which comprises
an appraisal of insufficient financial resources, a perceived lack of control over
one’s financial situation, financial worry and rumination, and a short-term focus®.

Social welfare systems can play a pivotal role in decreasing financial scarcity
by providing low-income households with the resources needed to acquire their
basic needs. Social welfare can help households make ends meet and alleviate
financial stress. However, non-take-up of social welfare is widespread and inhibits
its effectiveness in mitigating financial scarcity and alleviating financial stress®™.

This dissertation aimed to enhance our understanding of the dynamic relationship
between financial stress and mental well-being, unravel the economic predictors
of financial stress, and extend existing research on the determinants of the non-
take-up of social welfare as a policy tool for alleviating financial stress.

The first part of this dissertation focused on financial stress, particularly the
dynamic relationship between financial stress and mental health, and the
association between households’ economic situation and financial stress. Previous
studies have shown that financial stress relates to mental health problems such
as anxiety and depression!*!4. Most studies, so far, have been cross-sectional. The
longitudinal study in Chapter 2 extended the existing literature by examining
the dynamic association between financial stress and mental health during the
COVID-19 pandemic.

I then delved deeper into the association between households’ economic
circumstances and financial stress. The literature on mental health and financial
stress shows that different aspects of households’ economic situation may
contribute to financial stress'*-?2. Thus far, however, these factors have usually
been studied in isolation. The study described in Chapter 3 took a more integrative
perspective by examining how five aspects of one’s economic situation - income,
debts, savings, income volatility, and employment - related to financial stress.
This allowed an examination of the relative contributions of these economic
factors to predicting financial stress.
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The second part of this dissertation focused on the non-take-up of social welfare.
Social welfare can help households mitigate the negative consequences of
financial scarcity and alleviate financial stress. Non-take-up may hinder the
mitigating role of social welfare. Chapters 4 through 7 aimed to address several
gaps in the non-take-up literature.

The research on non-take-up, spanning decades and diverse disciplines, such
as economics, sociology, and public administration, has benefited from recent
insights from psychology. These insights have revealed additional potential
inhibitors of take-up, including administrative burden and fear of reclaims?*-26.
The lack of a systematic review of the last decade’s literature presents a vital
gap. Chapter 4 addressed this gap with a systematic review of non-take-up
literature, resulting in a new theoretical framework that can guide future
research, policy, and practical applications in social welfare.

A second gap in the literature on the non-take-up of social welfare is its
reliance on quantitative studies, with limited attention to qualitative research.
Understanding the more nuanced, subjective aspects of participating in social
welfare requires qualitative insights. Chapter 5 presented the findings of a
qualitative interview study among low-income households in two Dutch cities,
enriching our understanding of welfare participation experiences.

Third, although insights from psychology have advanced our knowledge of
non-take-up, empirical evidence is fragmented, with studies often including
one or two factors inhibiting welfare participation. Existing research lacked
an integrative framework to reveal the relative contributions of different
psychological factors in explaining non-take-up. Chapter 6 addressed this
gap by integrating theoretical and empirical findings into one model and
examining the combined influence of psychological factors on the non-take-
up of healthcare and child support benefits, thereby shedding light on their
relative strengths in explaining non-take-up.

My final study focused on the psychological effects of reclaims resulting
from overpayments as a potential cause of non-take-up. Reclaims result from
governments attempting to develop welfare policies that ensure better and
quicker alignment with households’ dynamic financial situations?’. Increased
income volatility in recent years may have resulted in a greater prevalence
of reclaims??. Empirical studies directly examining the effect of reclaims on
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non-take-up are scarce and have thus far employed a qualitative approach?¢:28,
The last study, reported in Chapter 7, described the results of an experimental
study of the effect of reclaims on the non-take-up of social welfare.

In this final chapter, I summarize the research findings and provide potential
future directions for studying financial stress and the non-take-up of social
welfare. I then outline the challenges that policymakers face when shaping
the future of social welfare and draw on the lessons derived from the reported
research to inform the design of social security systems that minimize non-take-
up. I place my findings in the context of two global trends in social welfare: (1)
the shift from fighting poverty to austerity and labor force activation and (2) the
impact of digitalization on the wrelfare state. I conclude that building simpler, more
accessible social welfare systems may help financially vulnerable households
reduce financial stress, improving their mental and physical health and overall
well-being.
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SUMMARY

This section summarizes the results of this dissertation’s studies and provides
directions for future research.

Part I: Financial stress (Chapters 1 and 2)

Chapter 2 examined the connection between financial stress and mental health
in the early stages of the COVID-19 pandemic in a probability sample of Dutch
households (N = 1,114). The longitudinal study showed that, on average, mental
health remained stable, but individual experiences varied considerably. Financial
stress played a crucial role, as increased stress was linked to declining mental
health, while reduced financial stress was related to improved mental health.
Notably, income was not the primary factor explaining changes in financial stress;
instead, having fewer savings and more debts was associated with increased
financial stress, which was, in turn, related to decreased mental health.

Chapter 3 examined the association between economic conditions and financial
stress, using the same sample as Chapter 2. I focused on income, savings,
debts, income volatility, and employment. The cross-sectional study showed
that income and savings were the strongest predictors of financial stress, both
positively associated with financial stress. The number of debts played a smaller
but significant role; having fewer debts was associated with more financial
stress. Employment negatively predicted financial stress, but only for low-
income households. I found no evidence for debt amounts and income volatility
predicting financial stress.

For the association between financial stress and mental and physical health, I
suggest several avenues for future research. It would be beneficial to extend the
study of financial stress and mental health development over more prolonged
periods, going beyond the COVID-19 pandemic. Also, I suggest examining the
effects of financial stress on a broader spectrum of mental health symptoms and
disorders, such as post-traumatic stress, insomnia, and loneliness?-3%. Extensive
research exists on the link between socioeconomic status and physical health,
encompassing cardiovascular disease, arthritis, diabetes, chronic respiratory
diseases, and cervical cancer'?**. Investigating the enduring impact of financial
stress during and following COVID-19 on these conditions may offer valuable
insights into unraveling the intricate connection between socioeconomic status,
lifestyle, and health.
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Shifting the focus to the predictors of financial stress, I suggest broadening
the scope beyond the variables included in my model. The current study
incorporated five economic variables - income, savings, debts, income volatility,
and employment - and demographic variables - age, gender, education level,
and household size. Other factors, like financial literacy, financial attitudes, and
self-efficacy, could also be considered, especially in combination with economic
factors. To enhance the robustness of findings and establish causal relationships,
I suggest longitudinal studies and (quasi) experiments of the association between
socioeconomic variables, financial stress, and health outcomes. Furthermore, I
suggest examining the impact of various types of debts on financial stress and
the temporal relationship between one’s economic situation and future financial
stress. Finally, future studies could make cross-cultural comparisons, examining
the associations between economic factors and financial stress in different
economic and cultural contexts.

PART II: Non-take-up of social welfare (Chapters 4 through 7)

Chapter 4 aimed to identify determinants of the non-take-up of social welfare
by conducting a systematic scoping review of the literature of the last ten years
in developed countries. I provided a new theoretical framework of non-take-
up for policy and future research, comprising factors on four levels: societal,
administration, social, and individual. Limited evidence was found for factors
at the societal level. Administration-level factors like complex procedures and
eligibility information strongly influence non-take-up, while other behavioral
interventions have limited effect. Social networks affect non-take-up, whereby
proposed mechanisms identified include information spillover®-¢, support®**7,
and social norms?®*3°, but the evidence is mixed and mostly indirect.

Chapter 5 studied low-income households’ experiences with social welfare in the
Netherlands. In a qualitative study, 31 low-income individuals were interviewed
in two major cities in the Netherlands, The Hague and Eindhoven. Financial
stress was revealed to be common among participants. Fear of social welfare
reclaims and distrust in government institutions were the main barriers to the
take-up of social welfare. Shame and stigma affected the take-up of local but not
national welfare programs. Formal and informal support systems encouraged
participation, but many lacked access to such support.

Chapter 6 empirically tested an integrated model for take-up of healthcare and
child support benefits in a sample of eligible Dutch households (N = 905) using a

cross-sectional survey study. The findings indicated that participants’ perceptions
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of eligibility were the main factor explaining healthcare and child support benefits
take-up. Additionally, take-up was related to the perceived need for healthcare
benefits. Exploratory analyses suggested that executive functions, self-efficacy,
fear of benefit reclaims, financial stress, and welfare stigma explained perceived
eligibility for healthcare benefits but not perceived eligibility for child support
benefits. The data did not show an association between knowledge, social support,
and administrative burden on the one hand and perceived eligibility on the other.

Chapter 7 reported two preregistered experiments to investigate the effect of
reclaims on social welfare non-take-up. Participants were recruited from the
U.K. (total N = 472). Results from both experiments demonstrated that reclaims
increased subsequent social welfare non-take-up. I found preliminary evidence
for an effect of indebtedness on reclaims’ impact on non-take-up. The adverse
effect on non-take-up was specific to reclaims, as a similar financial shock caused
by an unrelated event did not affect non-take-up.

For research on non-take-up, I suggest several directions for further research.
Many studies in the literature use one particular welfare program as a starting
point. Adopting a more integrative approach by starting from the experiences
and needs of individual households rather than specific welfare programs could
provide a better understanding of non-take-up. Investigating the interplay
between determinants at the policy and administration (e.g., rule complexity)
and individual levels (e.g., administrative burden, information cost, and stigma)
is another potential avenue for future research.

Factors such as societal determinants, economic circumstances, social and
legal contexts, political ideology, and media coverage have had little research
attention. Future studies could examine their effects on non-take-up in different
cultural and regulatory contexts. I also suggest future studies to build upon
the current finding that reclaims may contribute to non-take-up by examining
potential underlying mechanisms, such as reclaim anxiety. Future studies could
also use administrative data to examine whether this finding replicates using
information from people’s real life situations. Furthermore, I suggest developing a
standardized vocabulary and measurement instrument for welfare take-up. This
standardization would facilitate the comparability of findings and generalizability
of results. Finally, I encourage developing and testing interventions to increase
take-up, using the current studies’ findings, a topic that I will further elaborate
on in the subsequent section.
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POTENTIAL IMPLICATIONS FOR SOCIAL WELFARE
POLICY

Current challenges in social welfare

Social welfare can provide income security to vulnerable households and may
thereby contribute to preventing financial stress and decreasing poverty. The
effectiveness of social welfare in alleviating poverty and financial stress depends
on its accessibility to those who need it*°. Many households, however, do not take
up the social welfare for which they are eligible. Accessibility of social welfare faces
two key challenges.

First, welfare systems worldwide have transitioned from poverty alleviation to
prioritizing labor force activation and economic efficiency, especially during economic
downturns. Simultaneously, welfare systems have been utilized to facilitate people’s
entry into the workforce®-44.

This shift has led to stricter eligibility criteria®®%5-°° focusing on work
requirements®*°1:52, This emphasis on activation policies and economic efficiency

aligns with the broader trend of austerity and welfare state retrenchment _

observed since the 1980s%2. The literature indicates that, apart from short-term
fluctuations, there was a nearly widespread rise in Western European working-
age benefit caseloads until the early 1980s, followed by consolidation®®3. Since
then, retrenchment has predominated, leading to stricter eligibility rules®:. Stricter
eligibility rules, while increasing economic efficiency and labor force activation,
inadvertently resulted in higher non-take-up rates®. This finding is particularly
concerning given the identified deservingness gap, where immigrants and certain
groups are perceived as less deserving®. The shift towards emphasizing individual
responsibility and activation in welfare discourses may create challenges in
ensuring those in need can access the support they require.

Second, digitalization is transforming the welfare state, automating and streamlining
processes® %%, and increasing the demand for internet access and digital skills®®.
The shift of responsibilities from the government to individuals through self-
service mechanisms can overwhelm households already burdened with various
administrative tasks, leading to non-take-up®?-*°. Also, automated welfare systems
are often rigid and fail to take real-life situations into account®®. Scholars have argued
that welfare digitalization can amplify existing patterns of inequality because digital
exclusion tends to correlate with socioeconomic status. Scholars have also argued
that welfare digitalization can create new inequalities between social groups®°°,
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These two trends may increase non-take-up, endangering two aims of social
welfare: alleviating poverty and decreasing financial stress. This may particularly
impact groups facing other societal challenges, such as the unemployed and
immigrants®-°2.

Future social welfare reforms

Social protection plays a key stabilizing role for individuals and societies. The
comprehensive support packages implemented by governments following the
unprecedented COVID-19 pandemic shocks have demonstrated this.

The structural transformations driven by digitalization and the evolving nature of
work have profound implications for social welfare systems®?°¢62WWith less stable
career patterns and the rise of new employment forms, traditional models of social
protection tied to stable, long-term employment may become less effective. The
gig economy, characterized by short-term, flexible jobs, often mediated by digital
platforms, where individuals work as freelancers or independent contractors on a
project or task basis, often lack the same social benefits, such as health insurance,
retirement plans, and unemployment benefits, which are commonly associated
with traditional full-time employment.

As a result, there is a growing need to reassess and adapt social welfare policies
to accommodate the changing work landscape. Policymakers may need to
explore innovative solutions to ensure that individuals engaged in non-traditional
work benefit from adequate social safety nets. This could involve developing
transferable benefits accompanying workers across different jobs, enhancing
social insurance mechanisms, and exploring new ways to support workers during
transition or unemployment.

In summary, the changing nature of work necessitates reevaluating and adapting
social welfare systems to ensure they effectively support individuals in an
environment characterized by digitalization, flexible work arrangements, and
evolving career patterns.

To guarantee that social welfare can stabilize individuals and societies,
governments should prioritize safeguarding the financial security of vulnerable
households. The trends mentioned above go in the opposite direction: austerity
and digitalization have priority on the policy agenda, potentially endangering
the take-up of social welfare. These ultimately constitute political choices, but
policymakers should recognize that these policies may have unintended side
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effects, putting financial resilience and, consequently, the mental and physical
well-being of vulnerable citizens under pressure, which could give rise to high
societal costs. The studies of this dissertation provide insights that can help design
more effective social welfare systems. I highlight a few key insights, focusing
on reducing the complexity of social welfare and improving outreach to eligible
households and their social networks.

A first set of policy measures aimed at reducing non-take-up addresses issues at
the administrative level. For means-tested welfare systems, complexity can be
a significant barrier to take-up. Policymakers should balance effective targeting
and minimizing non-take-up by simplifying eligibility rules and application
procedures. It is well-established that complexity places a significant cognitive
burden on individuals?*2>63%, Simultaneously, financial stress can erode cognitive
capacities®”. Therefore, reducing complexity becomes paramount, especially for
financially vulnerable individuals whom social welfare aims to assist. Reducing
complexity can be achieved in many ways, such as simplifying information
letters, streamlining the application process, combining the application
procedures for different programs, and decreasing reporting requirements®-75.

Given the significant adverse effects of reclaims on take-up, policymakers should _

prioritize preventing overpayments. One way to achieve this could be to simplify
or automate the process of reporting changes, thereby reducing the number of
reclaims. Digitalization can be essential in simplifying application procedures
for eligible households by sharing eligibility findings between different agencies
through prepopulated application forms and proactively enrolling eligible
households in social welfare programs®6.66.672.74,75,

A second set of policy measures addresses the individual household’s level
and social networks. Non-take-up can be decreased by an integrated approach
encompassing information provision, outreach, and assistance. I found perceived
eligibility to be a crucial determinant in benefits take-up, making it imperative
to focus on targeted interventions. Efforts could center around personally
informing households about their eligibility. Given the importance of network
effects, such interventions could encompass informing eligible household’s social
networks. Trust in government institutions is a pivotal factor influencing welfare
participation?»7677, emphasizing the need for citizen-centered policies. Particularly
for financially vulnerable households, a nuanced understanding of their unique
challenges is indispensable in designing tailored interventions.
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CONCLUSION

Developing social welfare systems tailored to address the challenges posed
by financial scarcity is crucial for safeguarding the well-being of households
in vulnerable circumstances. As social welfare adapts to global trends like
digitalization and shifting work patterns, policymakers should prioritize simplicity
and accessibility. Streamlining administrative processes, simplifying eligibility
rules, and harnessing digital tools are vital strategies to enhance the efficacy
of welfare systems. At both individual and social levels, targeted outreach and
personalized information provision are essential for building trust and encouraging
greater take-up.

Greater take-up of social welfare by vulnerable households not only assists
them in meeting basic needs and providing for their families but may also
enable them to save for unforeseen circumstances and better harness them
against overindebtedness due to financial shocks. Improved take-up grants
households greater control over their financial circumstances, leading to positive
cognitive, emotional, and behavioral outcomes. This, in turn, may help vulnerable
households escape financial stress traps, positively impacting their mental and
physical health. The enhanced wrell-being of these individuals contributes to a
more resilient and inclusive society.
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