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· Programme name: Revenu de Solidarité Active (RSA)  (Active Solidarity Income)
· Date of inception:  1 June 2009 
· Legal framework: Law n°2007-1233 of the 21st of August 2007 on Work, Employment and Purchasing Power (Testing phase), Law n°2008-1249 of the 1st of December 2008 on the Active Solidarity Income and the reform of social inclusion policies and the Code of Social Action and Family, book II, title VI, chapter II: Active Solidarity Income. 
· National social protection strategy or development plan: 
In April 2005, further to the request of the Minister of Solidarities, Health and Family, the “Families, Vulnerability, Poverty” Commission issued a public report on child poverty, “la Nouvelle Equation Sociale” (the New Social Paradigm). The RSA is one of the propositions proposed by the report to fight poverty.
Then, from November 2007 to May 2008, the Summit on Social Inclusion formulated a national reform strategy aiming at simplifying and coordinating social inclusion programmes and policies and preventing social exclusion through professional training and promoting professional activity. 
· Objectives: 
· To reduce poverty by two means: 
· Increasing the income of low income workers without increasing labour cost; 
· Increasing the benefits received by people who are living with the minimal income and go back to work;
· To ensure that “work pays” in any situation;
· To enhance incentives to return to work;
· To improve the overall benefit system by making it simpler, more coherent and transparent;
· To improve social support and professional integration.
· Target population: population formerly covered by the guaranteed minimum social benefit (RMI) and low income workers, in particular single parents with low income.
· Institutions involved: government agencies, public employment services (Pôle Emploi), Family Allowances Office (Caisses d’allocations familiales) and local authorities (mainly « conseils généraux »). 
· Status of program: Implementation phase and first evaluations already carried out, new phase engaged.
· Services provided: The RSA provides a minimum income in case of inactivity (the “basic RSA”, whose amount varies according to the household composition) and an additional income for low-income working families (the “activity RSA”, indexed on the earned income).
· Lessons to be learned: 
The RSA is an evidence-based policy that aims at making work pay and makes it possible to fight against poverty without increasing the cost of work.
However, harmonizing the social protection system proves to be difficult, and the system is facing a problem of coverage, as almost half of the eligible members are not benefitting from the RSA.



1. Background

· Country context: 

In France, the poverty threshold is equivalent to 60% of the median income, meaning 964 euros per month per capita. The poverty rate substantially decreased from the 1970s to the middle of the 1990s, before stabilizing and rising again. It experienced a sharp decrease in the nineties, due to economic growth and schemes such as pension benefits and family allowance rather than to existing targeted policies. In particular, the broadening of the population covered and the increase of the level of pensions have strongly contributed to bringing down the poverty rate among elderly people. In 2009, 10% of people over 65 years old are considered as poor, against 12.4% of people under 65. Besides, social benefits have been designed to ease poverty. The minimum income scheme, introduced in 1988, is now covering more than 1 million beneficiaries, 	Comment by Marion Maurice: Input from M. HIrshc, but I don’t have evidence of that.
Despite these positive developments, more than 8.5 million people or 14% of the population are living below the poverty line according to the French National Institute of Statistics and Economic Studies (INSEE). They are mainly people in working age, with a high proportion of single mothers with children. While half of them are unemployed, the other half are working people whose income falls below the poverty threshold.
Indeed, despite the minimum wage and social protection schemes given to workers, work does not allow people to go beyond the poverty line. There are between 1 and 2 million of working poor people in France. One third are part time workers, one third are workers with occasional periods of unemployment, and the last third are full time workers with children who are earning the minimal wage.

· Justification and process of development: 

The average ILO unemployment rate in metropolitan France and overseas department has significantly increased since 2008 and stood at 10.6% of the active population at the end of 2012. The French social protection system allows unemployed people to receive a minimum income, but it has been proven that social programs and financial support mechanisms often have an adverse effect on work incitation. 
On the other side of the planet, South Africa is currently facing this issue: as its minimum income for elderly increases the household revenue of the beneficiaries, it tends to prevent their children and grandchildren from working. 
Besides, for many people work simply does not pay because of the threshold effects social benefits can lead to. Indeed, as beneficiaries stop receiving social allowances when they reach a certain income, it might be financially more profitable for them to be unemployed and keep receiving benefits. However, it does not mean that they are not willing to look for a job. Indeed, in metropolitan France in 2012, 3.7 million unemployed people did not work but would like to work.

Before the RSA reform, there were nine means-tested social benefits. Three of them, the minimum subsistence income (RMI), the single-parent allowance (API) and the specific solidarity allowance (ASS) targeted those who could potentially work. These welfare allowances not only did not require the recipient to look for work, they also tended to decrease the gains from working as the benefits would substantially decrease, be taxed away or stop when the employment income increases. Thus, they were not encouraging a back-to-work strategy and they led to « inactivity traps ». 

Many countries in Europe face this inactivity trap issue. Average effective tax rates (AETRs) measure the extent to which the combined operation of different tax increases and withdrawal of benefits reduce the financial gain of moving into work. For instance, in Germany, for households consisting of a one-earner married couple with two children at 67% of average wage, 78% of income is lost because of the taxes and reduced benefits when moving from inactivity to employment.
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OECD: Unweighted averages, the OECD aggregate excludes Chile and Mexico (no data available)


Some of these countries have tried to set up financial incentives to move from inactivity and social assistance to employment. For instance, Ireland has established a « Back to Work Enterprise Allowance » scheme to encourage people who are receiving certain social welfare payments to become self-employed by enabling them to keep a percentage of their social welfare for a maximum of two years.

In France, the earned income tax credit (PPE) was a first attempt to « combine both income from work and social benefit », and it decreased the marginal tax rates for people with low income. However, it only had a limited impact on encouraging return to work, because it didn’t apply to those with very low activity (less than one third of the minimal wage) and it was paid with more than one year of delay.

Thus, the “Grenelle Insertion” was organized in 2007 to establish 6 months of negotiations and talks among social partners to rethink the whole system of insertion. The Grenelle recommended the implementation of an income of active solidarity (RSA), which had been already mentioned in the 2007 public report on child poverty , “La Nouvelle Equation Sociale” (The New Social Paradigm).
The RSA aims at simplifying the social benefits system and suppressing these « inactivity traps » by guaranteeing that return to work entails an increase in actually available revenue. Thus, it is expected to reduce the proportion of working poor.

Prior to its implementation at a national level, the RSA was first tested in different regional areas (“départements”), starting in July 2007. It is the first social experimentations of this scale in France. A national Evaluation Committee was appointed to assess the reform on its implementation, the intensity and the quality of return to work, and on its impact on poverty incidence. It has released a first report on the 15,000 first beneficiaries in September 2008, and a final report in May 2009. These reports showed that the average rate of return to work was higher in the regions where the RSA was implemented than in the control regions, although there were considerable variations between regions and periods. They also underlined the importance of professional guidance and vocational training for the recipients, without being able to clearly assess its impact on employment. 

The experimentation did not involve the working poor, but micro-simulation works conducted aside assessed that the RSA would have a significant impact on decreasing poverty, in particular for single-parent households.
 
The RSA came into force in June 2009.

· Linkage with policies and national development plan:	Comment by Marion Maurice: Is it ok to keep exactly what I said in the ID presentation ? 

In April 2005, further to the request of the Minister of Solidarities, Health and Family, the “Families, Vulnerability, Poverty” Commission issued a public report on child poverty, “la Nouvelle Equation Sociale” (the New Social Paradigm). The RSA is one of the propositions proposed by the report to fight poverty.
Then, from November 2007 to May 2008, the Summit on Social Inclusion formulated a national reform strategy aiming at simplifying and coordinating social inclusion programmes and policies and preventing social exclusion through professional training and promoting professional activity. 

2. Description of the programme or policy

· Target population: 

The program targets people formerly covered by the guaranteed minimum social benefit (RMI) and low-income workers, in particular single parents with low income.
The beneficiaries should have the French nationality or have been a green card holder for 5 years, live in France, and the financial resources of their household should be inferior to the minimum income.

· Services and transfers: 

The RSA guarantees a minimum income whose amount depends on the composition of the household and the number of children to support, and an additional allowance which corresponds to a percentage of its occupational earned income. It is not an individual benefit but a differential allowance designed to raise the household’s income to a guaranteed level.
The “basic RSA” is the part of the allowance that enables the household to reach a minimum income, it corresponds to the former RMI and API.

Basic RSA amount
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The incentive mechanism lies in the “RSA activity”. It is an additional benefit from activity equivalent to 62% of the occupational earned income of the members of the household. It ensures that disposable income increases linearly with work income. More precisely, for €1 earned from work, the beneficiary received €0.62 of additional income.
For example, for a couple with 2 children who earns a monthly wage of €1,180, the minimum income guaranteed by the RSA equals (1,180 x 62%) + €1014.84 = €1,746.44. The RSA allowance is equal to the difference between this guaranteed minimum income and the wage of the couple, which is €1,746.44 - €1,180 = €566.44.

Table

Resources that do not derive from a professional activity (unemployment allowance, housing benefit, etc.) are deducted from the RSA amount.	Comment by Marion Maurice: Can I use the tables (copyright issues) ? (It was used in an ILO report)
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Besides, while the earned income tax credit used to be temporary, the RSA is a permanent incentive, and it is paid immediately on a monthly basis. 

The RSA comes with a system of “rights and duties”

A key aspect of the reform is to better link social benefits to effective job-search efforts.
Beneficiaries receive a social and professional support. They are oriented towards the Public Employment Service, which provides them with professional assistance and training services.
In return, they have the obligation to look for a job or take action to create their own company, and follow social inclusion recommendations.
For example, a RSA-beneficiary cannot turn down more than two reasonable job offers proposed by the employment services.

With the RSA reform, the rights related to the status of beneficiary of a minimum social benefit are indexed on the revenue and the recipient has to take the necessary steps to obtain these rights.

· Institutional set-up: 

The implementation of the RSA requires the cooperation of the State and the Local administration (Département). The Social security administration (Caisses d’allocations familiales) along with the local authorities (Conseil General) allocates the RSA each month to the beneficiary, while public employment services (Pôle Emploi) provide professional guidance.
A national Evaluation Committee assesses the impact of the RSA on poverty incidence and return to work. It published a final report in 2011.

· [bookmark: _Toc335155926]Decentralisation and harmonisation of service delivery: 

· Operations and processes to avail benefits: 
· Willing members perform a RSA test online or at the Family Allowance Office to check their eligibility 
· Eligible people submit an application to the Family Allowance Office. 
· Selected applicants are interviewed by the Family Allowance Office
· Beneficiaries receive the allowance on a monthly basis through their bank account 

· Management information systems:
a. Database of beneficiaries, services and programmes: 
Public administrations and in particular financial institutions, as well as social security institutions  provide the information required to assess the situation of the household.
b. Identity cards: 

· Monitoring and Evaluation: 
An Evaluation Committee gathers representatives from the State, the National Family Benefits Office (CNAF), the Public Employment Service (Pôle emploi), but also associations, recipients and experts. It aims at assessing the performance of the RSA regarding its impact on poverty reduction, incitation to work, governance and professional assistance.

· Financial and legal sustainability: 
The programme is supported by the Law n°2008-1249 of the 1st of December 2008 on the Active Solidarity Income and the reform of social inclusion policies and the Social Action and Family Code, book II, title VI, chapter II: Active Solidarity Income.

The yearly amount allocated to the RSA represents 0.6 per cent of GDP and the “RSA activity” represents one-quarter of the whole RSA budget. The resources allocated to the benefits it replaces represent a large proportion of the cost. The additional cost of €1.5 billion or 0.1% of GDP is funded by a new tax of 1.1% on capital income and investment.	Comment by Marion Maurice: Check current amount (rapport du gouvernement au Parlement avant dépôt du projet de la loi de finances afférent à l’exercice suivant)

· Communication and awareness generation: 
The main communication challenge does not lie in the awareness of the scheme, which is quite well known in France, but in the stigmatisation of its beneficiaries. To fight against the common perception that minimum income beneficiaries are lazy and profiting from those who work and pay taxes, the initial objective was to integrate unemployed and low income recipients in one unified system. However, opponents to the harmonisation of the system have pointed out that it tends to be detrimental to people who are coming back to work as they are assimilated to unemployed people covered by the former minimum income.

· [bookmark: _Toc335155927]Financial and social inclusion of beneficiaries: (Please write about any partnerships with employers and recruiters for vocational training, apprenticeships or permanent hiring. 
[bookmark: _Toc335155929]
3. Impact of the programme, policy or service and linkages with the guiding principles of R202

· Impact on final beneficiaries and their dignity, graduation out of poverty and social inclusion:
 
In 2013, more than 3 million homes should have received the RSA (7 million individuals), more than twice the number covered by the former RMI and single parent allowance. The RSA provides greater security and support for people in their working lives by establishing more generous entitlements. The effectiveness of the measures is supposed to be enhanced by the reform and merger of the unemployment benefits system and the public employment service. The “activity RSA” has increased the median income per consumption unit by 18 per cent from €699 to €825 as of December 2009, although the figure overestimates the real gain because the activity RSA often leads to a decrease in the benefits (the increase would rather be of 7% after having taken into account this impact on benefits).  It has also decreased the poverty rate by 0.2 percentage point in 2010, which represent 135,000 people moving above the poverty line, as against initial expectations that 700,000 would do so.
The RSA improves incentives to work but it has been proven difficult to identify the sole impact of the allowance, and results significantly differ according to the composition of the household, and in particular the number of children. 
Regarding the potential undesired effects of the RSA, the 2011 final report shows that the RSA activity did not seem to encourage recipients to decrease their working hours and that companies did not use the RSA strategically to decrease wages or impose part-time jobs.

· Impact on the transparency, accountability and traceability of the implementation of the Social Protection Floor:

The RSA programme brings a minimum income to people without resources, but above all it guarantees that work pays in any situation.  

· Impact on the efficiencies of the social protection system as a whole and its financial sustainability: 
In the long term, additional costs can be funded by return to work. Indeed, the work incitation mechanism is expected to reduce the cost of inactivity traps and bring financial economies as benefits decrease when the earned income of the recipient reaches a certain level. However, it is very unlikely that these economies could become the only source of funding as the number of members of the programme is significantly increasing. 
Besides, the RSA increases the efficiency of the benefit system by harmonizing the different existing allowances.

· Impact on the coherence of the social protection system: (Please provide evidence on the improvement of coherence of the social protection system as a whole, across institutions as well as with employment, social and economic policies)

· Impact on representation and democratic governance, empowerment of populations and local administration, communities: 
As mentioned in the Social Action and Family Code, the design, the conduct and the evaluation of RSA policies must involve effective participation of the concerned population. Beneficiaries are involved in the governance of the RSA through their participation to multidisciplinary teams within local commissions and to “beneficiary groups”. In 2010, more than 80% of the regions include beneficiaries in their teams, and only 13% did not plan any representation of the recipients.

4. Lessons to be learned on “Evidence From the Active Solidarity Income Programme (RSA)”:  

· Characteristics of the system:

· A Reform of the stakeholders
The RSA requires the institutional cooperation of government agencies, public employment services and local authorities. 

· An Evidence based policy
It is the first time that experimental programmes have been designed and tested at a regional level in order to legitimize and extend social protection schemes in accordance with their demonstrated effectiveness. It enabled to measure the impact of the RSA on revenue and return to work. More generally,  the process of testing and evaluating social policies through an experimental approach enables to avoid funding ineffective or marginally effective social interventions, in contexts where public budget constraints are often very tight. Submitting social policies to scientifically rigorous studies can help distinguish between successful and ineffective initiatives, improve social policies but also improve the policy-making process by identifying te interventions that are really justified by strong evidence.

· Making work pay
The RSA guarantees a minimum income without the adverse effect that it usually has on return to work by combining social protection with a system of incentives for re-entering employment. 

· Fighting against poverty without increasing the cost of work

· Considering a global allowance for the household and not for the individual 

· Current challenges:

· Harmonizing the social protection system proves to be difficult
At an institutional level, the merger of the institution providing social benefits to unemployed people and the one providing counseling and aid to people in search of a job or a training was supposed to improve the efficiency of public services provided to unemployed people.
However, in the RSA context, social assistance still relies on the Social Security Administration rather than on the unified Public Employment Service. Indeed, due to the rise of unemployment, the unified Public Employment Service struggles to take care of RSA beneficiaries, while local authorities consider that it is not their role anymore. Besides, information systems require to be further developed.

· Almost half of the eligible members are not benefitting from the RSA
The level of non take-up is 49% in 2010, but it varies significantly according to the composition of the household. They are mainly people who know the existence of the allowance but do not manage to assess their eligibility, or people who think that they can handle their financial situation by themselves. Couples and childless household are the most affected by the phenomenon, with a level of non take-up of 62% in 2010. One of the explanations regarding the non take-up of the couples is that as the RSA is not an individual benefit, it is more difficult for a couple to know whether or not it is eligible. Moreover, part of the beneficiaries think that the eligibility stops after the household reaches €1,500 whatever the configuration of the household, while many couples with higher incomes are in fact eligible. 
Increasing the awareness of the scheme and encourage a better assessment of the eligibility should improve the effectiveness of the programme.

5. Resources and bibliography: 

· La nouvelle equation sociale, 15 résolutions pour combattre la pauvreté des enfants, report of the Families, Vulnerability and Poverty Commission to the Solidarities, Health and Family Ministry, April 2005

· Secu: objectif monde, le défi universel de la protection sociale, Martin Hirsch, 2011


· Law n°2008-1249 of the 1st of December 2008 on the Active Solidarity Income and the reform of social inclusion policies http://www.legifrance.gouv.fr/affichTexte.do?cidTexte=JORFTEXT000019860428&dateTexte=&categorieLien=id

· Official website of the French administration : http://vosdroits.service-public.fr/N19775.xhtml


· Website of the Ministry of Social Affairs and Health : http://www.social-sante.gouv.fr/le-rsa,2302/le-rsa-mode-d-emploi,2279/

· Website of the French Family Allowance Office : http://www.caf.fr/aides-et-services/s-informer-sur-les-aides/solidarite-et-insertion/le-revenu-de-solidarite-active-rsa


· Website of the Legal and Administrative Information Direction : http://www.vie-publique.fr/actualite/dossier/rsa-revenu-solidarite-active-emploi/emploi-quel-sera-impact-du-revenu-solidarite-active.html
http://www.vie-publique.fr/politiques-publiques/politiques-insertion/rsa-reforme-politiques-insertion/

· Comité d’évaluation du RSA, 2011. Rapport final 2011: http://www.ladocumentationfrancaise.fr/var/storage/rapports-publics/114000721/0000.pdf


In English:
· G20 Country Policy Brief : http://www.oecd.org/els/48724021.pdf
· ILO G20 Statistical Update: http://www.ilo.org/public/libdoc/jobcrisis/download/g20_france_statistical.pdf
· OECD Economic Surveys: Slovenia 2013
· [bookmark: _GoBack]Website of Ireland “Back to Work Enterprise Allowance”: http://www.welfare.ie/en/Pages/Enterprise-Allowance-Self-Employed.aspx
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Number of children Single person Single parent Couple
0 483.24 € 620.54 € 724.86 €
1 724.86 € 827.38 € 869.83 €
2 869.83 € 1,034.23 € 1,014.84 €
By additional child 193.30 € 206.85 € 193.30 €
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Figure 1. Simplified scheme of the RSA
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Average effective tax rate when moving from inactivity into work for selected family types and earning levels, per cent, 2010



Family type
Wage level     
(% of average 
worker)



Germany Slovenia
Other UE 
countries



Nordic 
countries OECD



67 70 75 54 85 63
100 62 64 45 72 54
150 55 57 42 64 49
67 80 77 45 68 57
100 70 76 48 63 55
150 62 67 44 59 51
67 78 82 57 94 66
100 69 75 49 81 60
150 60 67 45 71 54
67 48 52 30 40 35
100 48 49 30 39 36
150 47 48 31 42 37



One-earner married couple



Lone parent with two children



One-earner married couple with two children



Two-earner married couple with two children



Inactivity traps in international comparison
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