THE USE OF A STAMP SYSTEM FOR SOCIAL
INSURANCE IN FRANCE

MicHAEL FoONER*

France Has experimented to a considerable degree
with the use of a stamp method for the collection
of social insurance contributions. Her experienco
with this method of collection stretches over a
period of almost 30 years and is particularly useful
to students of social insurance problems because
of tho variety of techniques which have been tried.
She has had experience with special social in-
surance stamps and ordinary postage stamps; with
separate stamps to represent contributions to
cover different risks and with single stamps to
cover each insured person’s total contribution for
all risks; she has tried a stamp system with op-
tional payment by cash or check; and she has per-
mitted autonomous mutual-benefit societies to
act as intermediaries for effecting tho operations
involved in the payment of contributions. At
present a pay-roll reporting system is in genoral
use, while stamps are used to mect specific condi-
tions. Other elements in the procedure of collect-
ing and recording social insurance contributions are
carry-overs from previously established systems.

For an analysis of France’s experience, as well
as an understanding of the operation of the con-
tribution collection procedures, it is necessary to
refer to some aspects of the development of the
French social insurance program.

Features of the Program

The French social insurance program, as at
present constituted for the general employee
population, makes provision against the risks of
sickness, maternity, invalidity (temporary and
permanent), old age, and death. It covers prac-
tically all employees in agriculture as well as in
industry and commerce but excludes high-salaried
workers in the latter categories who earn moro
than 30,000 francs annually. Workers in certain
employments which are covered by special legisla-
tion are also excluded, such as employees of the
Government, of railroads, mines, the merchant
marine, public utilities, and all workers in Alsace-

Lorraine.
The general program is administered under two
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separate sets of provisions, one for commerco
and industry, the other for agriculture. As of
December 31, 1936, under the general program
about 10.5 million persons in industry and com-
merce, and about 1.25 million in agriculture
were cflectively registered.! The number of
actual contributors was much smaller, since these
figures include multiple registrations, and persons
registered but not contributing for various reasons,

Contributions are paid by employer and em-
ployee in equal amounts. In industry and com-
merco a form of pay-roll roporting is used, and the
combined contribution rate is 8 percent of wages
or salary. No contribution is required on earn-
ings in excess of 18,000 francs per year. In agri-
culture similar reporting forms are used, but a
flat rate is assessed, divided equally between
employer and employee and based upon classifica-
tion within one of four contribution classes:
children under 16, women, men, and adults earn-
ing 12,000 francs and over.

Under the normal procedure the employer col-
lects the wage earner’s contribution by deducting
it from his pay and forwards it, together with his
own contribution, at the end of every quarter.
Most contributions are paid in cash, by check, or
by voucher upon a postal account opened for this
purpose. Payment by means of stamps is allowed
under certain conditions.

To understand the development of the Ifrench
stamp system, it is necessary to review its history
which dates from the year 1910.

Original Stamp System

The Workers’ and Peasants’ Pension Act of
April 5, 1910, which introduced into France
general compulsory old-age insurance, established
the stamp system for collecting contributions.
The act provided for a very low employce con-
tribution rate of 9 francs? per year for men,
m Travail, “Rapport sur I'Application do la I.égislation des

Assurances 8ociales,” Journal Officlel de la République Francaise, Dec. 2,
1038, p. 1531,

1 The varlation In value of the franc in terms of dolinrs throughout the
perlod under discussion must be borne (n mind. In 1010 the avernge ¢xchange
rate of the franc was approximately 20 conts; hetween 1929 nnd 1039 It ranged
from 3.9 to 6.6 cents; the 1038 averago was 2.8 cents.
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¢ francs for women, and 4.5 francs for children
undor 18. The employer’s contribution in each
caso was at tho same rate. Special social insur-
anco stamps were issued in three varieties: in-
gured persons’ stamps, employers’ stamps, mixed
stamps (for the combined contributions). One
contribution card was valid for an entire yoar,

The low contribution rate apparently was a
basic factor in the determination to adopt the
gtamp system as the least costly, the most practi-
cal, and the most expeditious method of collecting
contributions. Because of the low value of the
stamps, fraudulent practices in connection with
their use were not to be feared. The use of one
contribution card for each worker and the flat rate
of contribution led to the belief that employers
would find it simple to aflix the proper stamps,

After being in operation for a short time, the
1910 Iaw was undermined by a decision of the
highest court holding that employers were not
compelled to deduct the workers’ contributions or
forward them to the agency in charge of adminis-
tering the act. 'The economic strain caused by
the World War contributed to the further weak-
ening of the law.

The Stamp System Under the 1928-30 Program

Between 1920 and 1930, considerable study was
given to a revised and broadened program. The
new law, set in operation in July 1930, provided
insurance against the risks of sickness, maternity,
invalidity, and death, as well as against old age.
The flat rate of contribution was abandoned, and
five wage classes were established. In industry
and commerce the double contribution of the
employer and employee for complete insurance
varied from 0.50 to 3.50 francs per day, from 12 to
80 franes per month, and from 144 to 960 francs
per year. In agriculture the contribution was
divided into two parts. For old-age insurance
the same wage classifications were used, but the
rates of contribution were set at onc-fourth of
those in the schedule for industry and commerce,
the worker and employer paying equal shares.
The contribution rate to cover tho risks of sick-
ness, maternity, invalidity, and death was set for
its own members by each organization insuring
agricultural workers for these risks, but the
monthly minimum had to be 5 francs each from
oemployer and worker.

Certain features of the old 1910 law were re-
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tained, namely, the use of social insurance stamps
for collecting contributions and the use of an
annual card for the part of tho contribution appli-
cable to old-age insurance. Tho sickness insurance
contributions were entered on a quarterly card.
The employer was made liable for the double
contribution and given legal power to collect the
worker’s share.

It is clear, howover, that the original basic fac-
tors for using a stamp system—low contribution
amounts and {lat rates—no longer remained. The
risk of theft and fraud was introduced by the
bigher rates of contribution. Ior example, an
annual old-age insurance card in the highest wage
class might carry 480 francs at the end of a year,
Morcover, employers with large stafls had to buy
and handle stamps representing considerable sums.

But more important difliculties were introduced
by the use of annual cards for old-age insurance
contributions and quarterly cards for sickness
contributions. 'The annual cards did not offer the
administrative control that a more {requent
reporting period makes possible. IFurthermore,
experience showed there was a high degreo of error
in placing proper stamps on proper cards.

T'o removo this cause of error, the amending act
of July 28, 1931, introduced a stamp in two parts,
one surcharged “V" (viellesse) for the old-age
card, the other part was surcharged “M’ (ma-
ladie) for the sickness insurance card. These
stamps were used from January 1, 1932, to Decem-~
ber 31, 1935, for payment of social insurance con-
tributions except for those insured persons in the
following categories: agricultural and {forestry
occupations; commercial and industrial workers
earning from 15,000 francs (or 18,000 francs, de-
pending on certain circumstances) to 25,000 francs;
those insured against old age only; and those
covered by certain special financial systems. For
theso excepted categories the single type of stamp
without surcharging continued to be used. The
new stamps only increased the diflicultics by
multiplying the number of categories and of
stamps to be used. Sometimes even ordinary
postage stamps or revenue stamps were aflixed to
the contribution cards.

The 1928-30 act had provided for tho possi-
bility of paying contributions by a method other
than stamps. A decree dated July 11, 1830, pro-
vided that employers permanently employing in
the same establishient not less than 50 workers
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might pay contributions in cash or by check.
A decree of August 27, 1931, extended the same
privilege to employers of 10 or more workers. In
addition to these two options, employers were also
permitted, under special circumstances, to use
stamp machines or a special imprint called
“vignettes.” With these choices available, an
increasing preference for payment by check or
cash became ovident, accompanied by a decreas-
ing use of stamps. The following tabulation 2
shows the percentage distribution of social insur-
ance contributions according to method of pay-
ment during the years 1930-35:

Cash or
Year 8tamps Machines cheek Vignettos
00.1 0.1 0.3 0.5
80. 6 (] 12.3 .b
78.9 2.2 18. 4 .5
73.8 2.8 22,9 .6
70.6 2.9 206. 1 .4
67.5 2.9 29.2 .4

However, it must be borne in mind that the use
of stamps brought in a considerable amount of
contribution revenue. In 1935 stamnps accounted
for over 2 billion francs of contributions.

By the decreo law of October 1935, stamps wero
abolished as the normal method of paying contri-
butions. Wage classes were also abolished.

The Stamp System Under the Present Program

The decreo of October 1935, which went into
effect on January 1, 1936, rovised many features
of the social insurance program, including the
contribution formula and the payment method.
The contribution rates were set at a percentage of
wages in industry and commerce, but no contribu-
tion was due on wages in excess of 1,000 francs
monthly. (This maximum was raised to 1,250 in
1936 and to 1,500 in 1938.) In agriculture the
rates wore set according to three classifications—
men, women, and children—without regard to
wages. (The amending decree law of June 15,
1938, established one additional classification for
agriculture—adults earning more than 12,000
francs annually.) Pay-roll reporting was substi-
tuted for the stamp system, except within certain
spocial situations.

Within the first 10 days following tho close of
tho previous quarter, pay-roll reports are filed by

1 France, Minlstdre du Travall, Rapport sur I’ Ap.plication de la Lot des
Assurances Sociales . . . par. M. Jean Lebas. 1037, p. 43.
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each employer in commerco and industry, in the
form of an individual quarterly reporting loaflet
(feuallet trimestriel de cotisations) for cach insured
wago oarnor employed during the quartoer, plus g
summary sheet (borderean) for the ontire group,
The employor accompanies these reports with the
total contribution payment, in cash or by postal-
account draft or check. Thoe employer with more
than 10 employees must send his pay-roll report,
accompanied by check or draft, to tho regional
sorvice of the locality in which the establishment
is found. Tho employer of 10 or fewer employees
may use tho same procedure if he has n postal-
checking account, or ho must present his pay-roll
roport to tho local post oflico accompanied by a
payment in cash.  An employer with a permanent
staff of 100 or more workers within a single
administrative region must post bond with the
regional service, or inake a guarantee deposit
equal to one-tenth of the total contributions paid
by him and his employees in the provious year, or
he must pay on a monthly basis.

The bordereau lists the name, registration num-
ber, and total contribution amount of each
worker employed by the employer, and has a
dotachable portion for a receipt to the employer.

The procedure in agriculture is similar to that
in industry, oxcept that certain altornative pro-
cedures aro permitied. Most important of these
alternatives is the opportunity allowed agricultural
employers to file reports and pay contributions
through an approved mutual-benefit socioty or
organization,

Stamp Procedure

Stamps for the payment of social insurance
contributions are used chielly for temporary,
casual, occasional, and home workers, and for
persons (other than traveling and commereial
salesmen) who work for several employers at the
same timo and are paid on a picee-work, job,
commission, or profit-sharing basis, In addition
to the required use of stamps for such workers,
both in agriculture and in commerco and industry,
agricultural employers are permitted an optional
use of stamps.

Ordinary postage stamps are used. Thoey are
aflixed by the employer and canceled by writing
tho dato ovor them in ink or with a rubber stamp.
Stamps are aflixed to single-sheet leaflets, which
diffor for agriculture and for industry.

Social Security



Industry and Commerce.—In industry and com-
morce the stamp leaflots (feuillets intercalaires
nominatifs) are obtained by the worker, upon
request, from tho regional sorvico. ’1hoso aro,
in effect, supplementary forms to the quarterly
reporting leaflets (fewillets trimestricls de cotisa~
tions) which each registered worker receives
through the mail. Both leaflots measure 6x8%
inches. Tho stamp leaflet has spaces for 70
stamps. The quarterly reporting leaflot is printed
in two parts, cach calling for the worker’s name,
address, registration number, cmployer’s name
and address, and the total amount of wages and
contribution paid for the quarter. The lower half
of this leaflet is the receipt (aftestation) portion
which, when the quarterly roports are turned in,
is detached by tho post oflice or regional service
and returned to the wage earner, cither dircctly
or via the employer.

A worker in industry and commerce using stamp
loaflots may use a single one, taking it around to
each employer for tho aflixing and cancelation of
the stamps cach time wages are paid, or he may
obtain ono for each employer to hold and use for
the duration of the entire quarter. If the worker
rotains his leaflet, he himself doposits it, together
with his quarterly reporting leaflet, at the post
office at the end of the quarter.  The clerk adds up
the amounts of the stamps, writes the total on the
face of the leaflet, and inserts the same total on
the altestation of tho quarterly reporting leaflot,
which is handed to the worker as a receipt.  1f the
employer has been holding the stamp leaflet, he
deposits it at the post offico and reccives in return
the attestation, which ho transmits to the workor.

Tho altestation performs the functions of receipt
for the contribution, record of wages, proof of
right to benefits, and as a sclf-policing feature of
the system, The worker usually has to present
attestations for the past two fiseal quarters in order
to obtain medical benefits.  In case of disputo
concerning his pension, he may present attestations
covering his employment carcer.  Self-policing is
effccted beenuse, when the worker receives no
atlestation or if he reecives ono with an incorreet
wage and contribution amount recorded, heo is
able to take the matter up immediately with his
employer or the administration in order to get the
record corrected.

Agriculturc.—-In  agriculture there is much
greater {lexibility in the general payment of con-
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tributions and in the use of stamps. There is
no special stamp leaflet, since the regular leaflet
is & combined quarterly roporting and stamp form.
In sizo, it has the same width as the leaflet used in
industry and commerce, but is twice as long
(6x16% inches). Insured wago earners receive the
leaflets through the mail from the regional service
or from the mutual-benefit associations with
which they are afliliated.

As in the case of industrial and commercial
workors, tho insured agricultural worker who

Quarterly reporting leaflet for workers in industry and

commerce
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works for several employers may rotain his own
leaflet, taking it around to cach employer for
aflixing and canceling stamps each time wages
are paid. o also turns his own leaflet in at the
post oflice and receives the atfestation.

If the employor chooses to use stamps for his
regular omployces, he rotains the leaflets and
deposits them at the ond of the quarter, at the
post oflice, which in turn sends him tho attestations
to give to his employees.

There is & general provision whereby an em-
ployor in ngriculture may arrange with an ap-

21



proved agricultural mutual-benefit society to fill
out in his behalf the quarterly pay-roll roports and
to file them with the post office. The emplayer
who uses stamps may also arrangoe with such a
socioty to do all the necessary work in his behalf.
In this case ho transmits to the socioty the loaflets
of his employees, with an indication of the dura-
tion of employment of each worker. Tho or-
ganization aflixes stamps on each leaflet, cancels
them, and charges thom to the account which
the employer maintains with the socioty. It also

Stamp leaflet for workers in industry and commerce
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deposits the leaflets at the post oflice, accompanied
by a bordereau for cach employer. The post office
delivers the receipts to the organization which, in
turn, passes them to the employer, who keops
his own receipt and gives his employces their
altestations.

General Provisions.—An employer who pastes
stamps on an omployeo’s leaflet may, if the
employee retains the leaflet, request a receipt for
their value from him.

Only one payment procedure may be used in
connection with a single leaflet during any quarter,
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For example, if an employer has five workers for
whom he pays contributions in cash and during
the course of tho quarter hires a worker who hgg
been receiving stamps, the employer must con-
tinue tho use of stamps for this worker until the
ond of the quarter. When the new quarter
bogins, he may adopt for the new worker the
contribution method he uses habitually,

Observations

From its beginning as a simple pension system
in 1910, France has developed a broad social
insurance program covering a large proportion of
the population. In the development of adminis.
trative organization and methods, significant revi-
sions have frequently been adopted, based upon
oxperience with the program’s operation. Al-
though strenuous efforts have been made toward
administrative simplicity, special group interests
and established traditions have delayed or hindered
this procoss.

In these terms are to be explained much of the
development of the collection and recording pro-
cedures for insured persons' contributions, The
stamp system was brought into the 1928-30 social
insurance program largely as a carry-over of the
method previously used for the 1910 pension
system. As a result of its loss of favor, especially
in commeree and industry, alternative procedures
were developed until, in the 1935 program, the
stamp system was relegated to a minor role in
favor of a pay-roll reporting system. The stamp
system, generally speaking, now finds its chief
uscefulness in agriculture and in circumstances
where the employer-employee relationship is tem-
porary, unstable, vague, or complicated and where
thoe contribution amounts involved are small.

The special procedures which allow autono-
mous agricultural mutual-benefit societies to act as
agents for employers in the payment of contribu-
tions and to participate in administrative matters,
and which allow an optional use of stamps for
insured persons in agriculture, may have intro-
duced complications. However, in order to gain
the cooperation and support of the agricultural
population, it was found desirable to provide for
such flexibility and autonomy. Ior the same
reason, the social insurance program for agricul-
ture carries lower contribution rates and heavy
State subsidies.
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