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Summary :

This paper examines the evolution of the french system of social protection since the mid seventies. It first
describes overall trends in social expenditure during the last twenty years and then analyses how funding principles
have been altered in the context of changing business cycles and the economic fundamentals (section 1). It then turns
to a presentation of developmentsin terms of activity patterns, poverty, family and demographic patterns (section 2).
The following sections are devoted to sectoral analysis with regard to privatisation (section 3), targeting (section 4)
and activation tendencies (section 5). It concludes that globally the French system of socia protection has undergone
numerous innovative transformations since the eighties and the nineties which design a clear general trend. Rather
than a radical shift in the traditiona French Bismarckian model, what seems to emerge is a new
Bismarckian/Beveridgean welfare mix. This particular mix appears as a logical extension of a pattern present from
the early stages of the system in 1945. Change is path-dependent but that path dependency does not prevent
innovation in the French hybrid system. Although Beveridgean principles have influenced these developments
crucialy, the outcome in terms of institutions and rules is certainly not uniformly Beveridgean. A tentative new
dlianceisbuilding up between the traditional paritariste spirit and state dominated national solidarity.
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Introduction

In welfare compardive ressarch France has traditiondly been grouped with Germany as
one of the “indudrid achievement peformance’ cuder (Titmuss, 1974). More recently it has
been categorised as a “conservative’ (or “corporatis-datis”) wdfare regime (Esping-Andersen,
1990), i.e. as one of the “continentd” modds of socid protection (FHora, 1986, Esping-Andersen,
1996). However we argue that these dudies are methodologicaly and empiricaly flaved in the
cae of France, which isintermediary.

Usng duders inevitably implies liding “hybrid’ countries under one of the ided-types.
Important features of the hybrid cases are thus underestimated or even ignored however
determining they might be “Hybrid” wefare daes rather than drictly meiching one of the three
ided-types (i.e, Germany, Sweden and the USA) combine characters of them!, and datic
clugtering methodologies tend to be inadeguate when change is consdered. Dynamic trgectories
indeed involve new combinations of these characters (Martin, 1998).

Internationa  comparisons used to excdude the France till the late nineties and empirical
evidence was lacking. But recent research? has been avalable to compare the French Socid
Protection System (FSPS) with other regimes. These sudies point to some important festures,
notably its family policies which contrast it with the German type In this areg, the French
sysem rather resembles the “Nordic’, socid-democratic Beveridgean regime (Bradshaw and dlii,
1994; Schulthes, 1996; Théret, 1996; Merrien, 1997, Martin, 1998). Indeed it has adequately
been described as a Bismarckian system with Beveridgean outcomes (Bonoli et Pdier, 1995;
Pdier, 1998, 1999). Such a qudification is conggent with tre interpretation by Piere Laroque -
one of itsfounding fathers - of a compromise between both conceptions of socid protection.

The FSPS exhibits four Bismarckian features (1) It is extendvely bassd on social
insurance principles and funded through employers and employees socid contributions,
eanings reaed bendfits are not focused a dleviating poverty for a nonworking populaion. (2)
It used to be functiond to the male-breadwinner family, where coverage extends to the
employeg's wife and children. (3) It is fragmented i.e made of a multiplicity of “régimes’3. (4) It
is relaively independent from the dae and jointly adminigered by sodd partners (trade unions
and employers asocidions) under the paritarismeét modd. However this Bismarckian
orientation has been tallored to achieve the three so-cdled Beveridgeen “U objectives’ (i.e.
universdity, unity and uniformity) (Kerschen, 1996). These have underpinned the higtoricd
deve opment of the sysem since its 1945 foundation.

Rather than through gpplying one sngle scheme to the entire population, universality hes
been pursued through the continuous creation of new schemes and benefits to cover uninsured
risks (such as the unemployment insurance in 1958), or to cover new caegories of the

1 For developments of this argument, see Théret, 1996 and 1997.

2 Thanksto MIRE 1995, 1996, 1998, 2000 and Pdllier, 1999.

3 A régime (aparticular sector/scheme within the overall insurance system with specific eligibility rules and benefits)
covers employees in a particular trade or industry (for instance, railway employees) or a category of employees (for
instance, managers, etc.).

4 Paritarisme here stands for an equal representation (parity) of employers associations and labour unions on the
Funds' boards (caisses). This principle has undergone many reforms sinceit wasintroduced i n 1945.
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population. Through this gradud process a wage earner status gradudly emerged as a pivotd
reference®.

As for unity, it has been achieved under the symbolic “Scurité sociale’® flag indead of a
centrdised sngle dae bureaucracy. The multiple schemes (régimes) were made financidly
coherent  (via “compensation démographique” mechaniams between theny) into an overdl
sydem under cetrd government’'s tutelle (supervison). They adopted an  “isomorphic’
adminigration pettern (paritarisme) as wel. On top of this dl paticular régimes have kept
participating in national olidarity (Barbier and Théret, 2000).

Findly, contrary to Beveridgean flat-rate contributions and benefits, uniformity was
nevethdess presant in the French system via the exigence of “calings’ goplied for cdculaing
contributions. The Bismarckian rationde was to some extent thus redricted to lower incomes, the
Beveridgean logic being so-to-say reserved for the richest8.

Hybridisation between Bismarckian and Beveridgean raiondes has been a key factor of
the changing FSPS for the last twenty years This process is conddent with the posshility of
multiple paths of historical dependence. Whereas Bismarckian festures (namely, socid insurance,
“weak-daeness’, fragmentation) condantly prevalled throughout the system’s building Sages,
Beveridgeen fedures were dso a work. Tedimony of this is for indance the gradudly
universalised access to hedthcare and family benefits on the mere basis of resdency. As internd
and extend chdlenges emerged, these Beveridgean features somehow acted as resources
dlowing for new potential compromises.

Andysng the French sydem’s coherence and its embeddedness in French  society
vindicaes the assumption tha “dominated” Beveridgeen fedtures might provide internd
reources for trandormation. However the French sysem’'s coherence should not be
overestimated (Hesse, 1999). Paticularly when compared with the German ided-type, the French
welfare date appears very discordant because many other French inditutions are a odds with the
Bismarckian modd. Paritarisme is deprived of a functiond equivdent for the German indudria
relations system (Tixier, 1998). French trade unions are divided and very wesk; contrary to ther
German counterparts, they have no subdantid say in companies decidons (except for
consultation procedures). French labour law, as pat of a “socid public order” is rooted into
universal political rights raher than into a wage eaner daus as in the Geman modd
(MUckenberger and Supiot, 1999). Socid rights thus appear more to compensate for a deficit than
to complement labour's economic and politica rights. Because of the divison within the trade
union movement and the powers of dae socid bureaucracy, paritarisme between busness and
labour has often been more conventiond than subgtantia (Catrice-Lorey, 1997)°.

5 This interpretation of universality presumes a full employment society where wage earners enjoy citizenship and a
status based on permanent/stable job tenure with social rights attached.

6 When “social security” is used in the text, it refers to Sécurité sociale in the French sense, which is different from
the US and UK meaning and closer to the German.

7 Structures of contributors and recipients vary considerably across the “régimes’: “ Compensation démographi que’
refersto the specia transfer mechani sms betweenrégimes that compensate for these structural imbalances. These
special transfersthus play akey rolein the global coherence of the overall system.

8 From the eighties on, for financial reasons, ceilings for contributions have gradually disappeared (except in limited
areas, for instance for pensions- régimes complémentaires).

9 An exception is the complementary pension schemes for managers and executives €adres) (Reynaud, 1996).
Another one may be found within the public firms (Duclos et Meriau, 1997) where it constitutes a sort of French
neo-corporatism.
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Secondly, the French educationd system (sddom conddered as pat of the socd
protection sysem) is built on “liberd republican” - &in to Beveridgean, solidarigtic and/or
egditarian principles (Renard, 1995; Kott, 1996; Bec, 1999). Its limited vocaiond traning
cgpacity shows a dak contrast with the German sysem (Maurice, Sdlier, Sylvedtre, 1982;
Mobus and Verdier, 1987; Verdier, 2000).

Consequently, increesng influence of Beveridgeen prindples within  the  dominantly
Bismarckian FSPS has resulted in growing internd tendon. This is paticulaly dear with family
policdes Hidoricdly, family dlowances wee adminidered directly by employers, which
explans thar subssquent induson within sodd  insurance funds However, as is wdl
documented, the French State has traditiondly been involved in nadigtic family policies Hence,
from the fird dages of the FSPS, Bigmarckian principles for finandng family benefits have been
used in a nadigic and universdidic pergpective (Messu, 1999). Eventudly, the trandformeation
of family petterns eroded the legitimacy of sodd insurance prindples to finance flat rae
universal dlowances

In the post-war context, Bismarckian forms of organisation were supported by reformist
trade unions and employers asocidions wheress the “three US’ objectives, more in line with
French republican tradition were supported by politicd parties (Bonoli and Pdier, 1995).
Because full employment dlowed for the ovedl extenson of the wege eaner reference
compromises were possble These proved both economicdly functiond and soddly efficient:
socd inurance and assgtance principles were complementarily embedded into the basic scheme
(régime général) (Renard, 1995; Bec, 1999).

However, the sysem subsequently became less efficient. It was fird confronted with
internd  chdlenges (dructurd  unemployment and “socid  exdudon’; the mde breadwinner
famly's criss ageng and inadeguate containment of hedth cods). It dso faced externd
chdlenges  (globdisation).  Compromises  between  actors  within @+ the  hybrid
BeveridgearyBismarckian mould have thus been dedtabilised and new compromises are presently
needed. Neverthdess, the French wdfare sae's hybrid sructure should not be equated with an
entrenched incgpacity for change On the contray, a hybrid dructure might wel conditute a
compardive advatage in confronting the new chdlenges Usng its internd resources for
innovation the FSPS could then eschew the polar choice between consarvation (continuity) or
revolution (radical change).

We will firs describe overdl trends in socid expenditure during the lagt twenty years and
then andyse how funding principles have been dtered in the context of changing business cydes
and the economic fundamentals. The budget deficit has condituted a key factor in this process
(section 1). We will then tun to a presentation of developments in terms of activity patterns,
poverty, family and demographic paiterns (section 2). The following sections will be devoted to
sectord andyss with regard to privaisaion (section 3), targeting (section 4) and activaion
tendencies (section 5).
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Section 1 - An evolving political and economic context

1-1. Trendsin social expenditures

Trends explaining the man chalenges the French Etat social, dong with other wefare
daes, has gradudly been facing for the lagt twenty years, can be traced to the combined effects
of (i) finendd condrants (i) labour maketls under pressure for flexibilistion, and (iii)
demography and family petterns.

In any nationd sysem of sodd protection (NSSP) this combination of exogenous and
endogenous changes is closdy reated to outcomes in tems of inequdity, povety and
unemployment. But, because of increesng internaiondisation of expertise and decison-meking
concerning sodid policy, it has become conventiond wisdom thet, even when they beong to
different clugers (Lautier, 1995), wdfare dates face the “universd” chalenges of globdisation.
Esping-Andersen (1996, p. 6-7) for indance notes the “changes in family dructure (the rise of
dnge-parent households, for example), in occupetiond dructure (indeed professondization and
differentiation) and in the life cyde (which is becoming less linear and sandard)’. These remarks
point to such chdlenges as fertility decline undable couples and families sngle parenthood,
child poverty, workless households, welfare trgps, insuffident employment and activity rates for
certain segments of the working age population. For our part, we contend that NSSPs diverge
sufficiently so as not to face the same chdlenges, dthough from a generd pergpective they
obvioudy face similar chdlenges The difference between sameness and smilarity points to
different NSSPs rationdes as key explaining factors.

In the fallowing paragrgphs, after exposng the globd trends and the macro-economic and
political contexts, we will address these “wniversal chdlenges’ in the spedfic terms in which they
are condructed within the FSPS. Udng sysemdtic comparisons with other countries in Europel©,
we shall observe how France has comparatively fared.

In the second hdf of the 90s, totd socid expenditure!? amounted to around 37% of
households gross digposable income and nearly 30% of GDPL2 (Abramovici and Mathieu, 1999,
p. 18-19), i.e. goproximately the mean European ratio. At the beginning of the 60s, the figure was
15% and it pesked a roughly 19% at the end of the “Fordit” era The period from the mid-70s
on should be broken into three (figure 113).

The first period (1974 to 1983) saw a sharp increase of the sociad expenditure ratio to
GDP in a context of stagflation. It combined high inflation - around 11% since 1974 (figure 6) -
with a rapidly increesang unemployment rae - from 2.7% in 1974 to 9.1% in 1983 (figure 4).
Those were corrdated with a steadily declining GDP growth rate - from 4.2% in 1976 to 0.7 % in
1983 (figure 3). Sudained socid expenditure growth during this period reflected both hyderess

10 Given the nature of the collective comparative research within which the present study was conducted, it seemed
convenient to contrast the French case to the British, but also to the German and Scandinavian.

11 | abour market programmes expenditureis usually not considered as part of the social protection budget. Aswill
be seen in section 5, it has neverthel ess become an important element of social policy in France for the last twenty
years.

12 \When including public transfers of goods and services, such as education and culture, a “socialisation ratio” of
households’ income amounts to about 45%.

13 Al figures are presented in the appendix section.
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ad futher expandon of the Fordi-Keynesan wdfae dae A dgnificant increese in
unemployment insurance benefits took place in 1974, as wel as an increase of family benfits in
1981 and legd retirement age fdl from 65 years to 60 in 1982. Increesng sodd needs, growing
unemployment and high inflation were addressed according to the previoudy edablished FSPS
rules and sodid benefits kept growing & ahigh nomind rate—i.e. 16% (figure 2).

The nomind growth rate of soda expenditure decreased during the second period (1984
to 1993) and dabilised a 6% (figure 2). Successve messures were implemented to contain and
reduce expenditure. Whereas the overdl dructure of the system remained  unchanged,
Beveridgean innovations surfaced during the late 80sl4. The sodd expenditure retio to GDP in
this period gopears to fit with the growth cyde (firsd a dedine and then a shap dimb until the
1993 recesson, figure 1).

1994 initiates a third period where socd spending has dabilised and even rdativey
dedlined. Structurd reforms have now been on the agenda for sometime (figures 1 and 2).

Pengons (12.7% of GDP and 435 % of socd tranders and sarvices in 1998) and
healthcare!® (respectively 9.7 % and 33.2 %) account for the bulk of French socid expenditure.
The other areas are (i) family and housing benefits (4% of GDP and 13.7 % of tranders), (ii)
unemployment and early retirement (24 % and 8.2%) and (iii) poverty and “ social exclusion”
(respectively 0.4 % and 1.4 %).

Table 1 shows how socid expenditure evolved between 1981 and 1998. The pensons
share grew by 2 GDP points between 1981 and 1998 and hedthcare by 1 point whilst from 1983
on family/ housng bendits and unemployment compensation (induding early retirement) have
been effectivdly contained. The doubling of resources dlocated to poverty and socid exclusion
should a0 be sressed, despite their relativdy amdl sharein thetotd.

During the lagt 20 years this gdructurd evolution has chiefly rdated to endogenous rather
than exogenous factors populaion ageing and a growing demand (and supply) for hedthcare
savices (most of which go to the dderlly) are explaning factors. The three other “risk arees’
experierce evolutions linked to labour market imbdances Whilg dgnificat in tems of thar
contribution to the socid protection crids, thair role gopears more quditative than quantitative.

14 The CCSS “Commission des comptes de la Sécurité sociale” (a supervisory body) was created in 1979. Cost
containment thus entered the political agenda (Serré, 1999, p. 55). Subsequently reformed the Commission only
embarked on an effective role from 1987 (Serré, 1999, p. 57). RMI was created in 1989 and CSG in 1991 (see
further).

15 Including sickness and income compensation, disability and industrial accident benefits. If pensions and
healthcare are the main sectors of socia protection in all EU countries, in some - namely Finland, Ireland and the
Netherlands - healthcare is on top of the list. Portugal, the United Kingdom and Sweden spend almost as much for
healthcare as for pensions (Caussat et Hel-Thdlier, 1998, p. 76).
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Table 1: Social Transfersand Services
% GDP 1981 [1982 |1983 |1984 |1985 |1986 |1987 (1988 (1989 (1990 (1991 (1992 |1993 |1994 |1995 |1996 |1997 |1998
Sickness 65 (67 6,7 7 6,9 7 6,8 6,8 6,9 7 7 74 |77 7,7 78 79 76 7.7
Disability 15 16 17 16 16 17 17 17 16 16 16 16 17 17 15 16 15 15
Industrial Accidents o8 |07 o7 (o7 |[O7 (06 |06 |O6 |06 |06 |06 |06 |06 |05 |05 |05 (05 (05
Total Healthcare 838 9 91 93 9,2 93 91 91 91 9,2 9,2 9,6 10 99 98 10 98 9,7
Old Age Pensions 105 107 (109 |111 11,3 (11,2 (11,2 (112 (111 (112 (115 (118 (123 |124 |126 |128 |128 |127
Family 31 |32 (32 (31 |3 29 28 28 2,7 2,6 2,6 2,6 28 28 |3 3 31 |3
Housing o5 |06 |[o7 [Oo7 [O7 [O7 |O7 |07 |07 |08 |08 |08 |09 (09 (09 (09 1 1
Family — Housing 36 (38 (39 (38 (37 (36 |35 |35 |34 |34 |34 |34 |37 |37 (39 (39 (41 |4
Early retirement 05 |07 11 11 12 1 09 |07 (06 (05 (04 |03 |03 |03
Unemployment 16 18 15 16 16 17 18 18 17 17 2 22 24 22
Unemployment - Early retirement 21 25 2,6 27 28 27 27 25 23 22 24 25 27 25 2,6 2,6 25 24
Poverty —“Social exclusion” 02 1|02 (02 (02 [02 [02 |02 |02 |03 |03 |04 |04 |04 |05 |04 |04 (04 |04
Total 252 (26,2 (26,7 |27,1 |27,2 |27 26,7 (26,5 (26,2 (26,3 |26,9 |27,7 |29,1 |29 29,3 (29,7 (29,6 |29,2
1995 |New [base
% TOTAL 1981 [1982 |1983 |1984 |1985 |1986 |1987 (1988 (1989 (1990 (1991 (1992 |1993 |1994 |1995 |1996 |1997 |1998
Total health care 349 |344 (341 (343 (338 (344 (341 |343 |347 |350 |342 |347 |344 |341 (336 (336 (332 (334
Sickness 258 (256 (51 (258 |54 |59 |55 |57 1263 266 |26 26,7 (265 |[266 |268 |266 |264 |266
Disability 59 (611 (637 (59 588 (6,3 637 (642 (611 |608 |595 |578 |584 |586 |51 52 52 52
Industrial Accidents 317 |267 (262 (258 (257 (222 (225 (226 |229 |228 |223 |217 |206 |1,72 |18 17 17 16
Old Age Pensions 41,7 (40,8 |40,8 |41 415 (415 (41,9 (423 (424 (426 (42,8 |42,6 |42,3 |42,8 |43 431 (432 (435
Family 123 122 |12 114 |11 107 |105 |106 |103 |989 (967 |939 |962 (966 (102 (101 (105 |103
Housing 198 229 |262 |258 |257 |259 |262 |264 (267 (304 (297 (289 (309 |31 |307 |303 |338 |342
Family — Housing 14,3 (145 |146 |14 136 (13,3 |13,1 |13,2 |13 129 (12,6 |12,3 |12,7 |12,8 |13,3 |131 |139 (13,7
Early retirement 198 267 |412 |406 |441 |37 |337 (264 (229 (19 149 1,08 |1,03 |1,03
Employment 6,35 (687 (562 (59 588 (63 6,74 (6,79 (649 |646 |743 |794 |825 |7,59
Employment/Early retirement 8,33 19,54 (9,74 (9,96 (10,3 (10 10,1 9,43 |8,78 |8,37 |8,92 |9,03 |9,28 |8,62 |8,87 (8,75 (8,45 (8,22
Poverty —“Social exclusion” 0,79 10,76 (0,75 (0,74 (0,74 (0,74 |O075 |075 |115 (114 |149 (144 |137 (L72 (137 (135 (135 (137
Total 100 100 |100 200 200 |100 (100 |100 (100 (100 (100 (100 (100 (100 |100 |200 |200 |100

Source: SES-DREES




The main chdlenges thus appear to have internal roots. They are not directly linked to the
impact of globdisation and as has been noted by some penson reform experts (Masson, 1999, p.
64; Dupont and Sterdyniak, 2000), financid condderations do not prevail. Choices are of a socid
and politicd nature, dosdy connected to nationd welfare regimests. Economic interests and neo-
liberd socid forces neverthdess tend to use these chdlenges as opportunities for changing the
systlem. It is no wonder that they press for solutions such as privaisaion in the potentialy most
profiteble sectors (i.e. retirement and hedthcare). On the other hand, unemployment,
family/housng, and povety risks face chdlenges rdaed to trandormations in  gender
relaionships and family dructures But these wdfare areas are didecticdly rdated to the labour
market Stuation and depend on labour relations and wage policiest’.

All in dl, two didinct sectors in the FSPS thus tend to emerge. The firs one (pensons
and hedthcare) is confronted with pressure from finandd interests (insurance companies, banks,
internationd  financid organisations, dae financid dites) and globdistion drategies. The
second sector (unemployment, family and anti-poverty programmes) is confronted to trade
liberdisation drategies of world companies and neo-mercantilis governmentd dites This dear
difference will appear in sections 3 and 4.

1 — 2. Themacr o-economic and palitical contexts

As sodd expenditure and GDP growth rate are linked, it is remarkadle that the three
periods refered above dso ae busness cydes!8. Traditiondly busness cydes “sylis’
economic facts. Reference to them had disgppeared in Europe during the Fordist era (1945-1975).
However they were back with the mid 70s crigs Links between sodd expenditure and
production are not only explaned in terms of economic cydes but dso in tems of changing
economic policdes. Figure 3 shows quite divergent profiles and their corresponding underlying
economic policies.

The fird cyde encompassed both a fast recovery with sustained growth around 3.5%
(1976-1979) and a gradua contraction resulting into a new recesson in 1983. Keynesan policies
were mantaned during this cyde These policies labdled stagflationist, proved unsuccesstul.
They did not fit with an economy whose internationdisation incressed quickly (see figure 7
bdow). Hence the doubling of the unemployment rate from 4% in 1975 to 8.1% in 1983 (figure
4) accompanied by persgting high inflation (amean rate of 10.6% for 1976-1983) (figure 5).

The French socdigs abrupt converson to monetarism in 1983 and the subsequent
change in economic policy explan the second cyde€s new profile “Désinflation compétitive’
(competitive desinflatiort®) and a srong franc tightly connected to the Deutsche mark as well as
a redrictive fiscd policy resulted in: (i) the economic recovery being impaired in stark contrast
with the fagt 1975-76 recovery (figure 3). The upward trend of unemployment was thus not

16 On the political character of choices concerning healthcare and the political role of economistsin that field, see
Sarré (1999, p. 64-70) and Dammame and Jobert (2000).

17 Wider disparities exist across European countries in the shares of family and unemployment benefitsin total social
expenditure than for pensions and healthcare (Caussat and Hel-Thelier, 1998, p. 76).

18 part of one business cycle for the third period.

19« désinflation compétitive” refersto economic policiesimplemented in the period mixing restrictive fiscal policies,
trade liberalisation, strict monetary policy and the desindexation of wages.
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reduced (this rate however decreased from 10.4% in 1987 to 8.9% in 1990). Unemployment
remained higher than in the contraction phase of the previous busness cycde (figure 4); (ii) a
deep continuous fal in GDP growth rates (from 4.3% to —1.3%) from 1989 to 1993. At thet time
France experienced its word recesson ever snce World War |l and its unemployment rate
peaked at 11.7% (a 44% increase as agang the 1983 recesson). Smultaneoudy the inflation rate
dropped from 9.7% in 1983 to 2.5% in 1993 (figure 6). In spite of the currency’s overvauaion
and thanks to desnflation the French economy wes adle to sudan the high degree of
internationa opening up st in the previous period (figure 7).

The third cyde is currently undeway. Very low inflation (figure 5) has sdttled as wel as
a raher deady and rdaivdy low GDP growth (around 25%). The very high unemployment
led is linked to hysteress effects (figure 4). The present recovery is dso maked by the
completion of the European sngle market, with economic policies abiding by the Maadricht
criteria and the firs steps of the euro. A mooted point remains whether Economic and Monetary
Union (EMU) will be ale to open up new perspectives for co-ordinated economic policies a
Community leve. These could be more employment friendly and the contribution of socd
protection to economic growth could be emancipated from drict finencia congraints?O.

Moreover the role of globd finance and trade liberdisation have actudly proved crucid
factors in the dynamics of the three above mentioned business cydes, inasmuch as they exert
pressure on NSSPs.

In the first period red interest rates dimbed seeply abeit gradudly from negative vaues
in 1975 (minus 4.8% and minus 24 % respectively for short and long term rates) to 2.6% and
36% in 1983 (figure 5). Reates kept growing during the second cyde, the short-term rate
adminating a 8.13% the year before the 1993 mgor recesson. On the contrary interest rates
have declined in the third cyde, returning to their 1983 levels in 1998. Public debt followed a
gmilar patern abat with some lag. Contained till 1981 in a peiod of inflaionis monetary
financing, it grew moderatdly from 1982 to 1991, sharp increeses of red interest rates being
compensated for through drict fiscd policy. Subsequently, public debt experienced strong growth
from 1992 on because of the 1993 recession’s impact on sodd expenditure and public defiats,
given the high raes inherited from the previous period (figure 6). Thanks to the Maadricht
Treaty, economic recovery and dedining interest rates, dabilisation now seems to be on the
agenda.

Converging observdions can be made with regpect to the internaiondisation of the
French economy (figure 7). Growth in the 1975-83 period was supported by a rapid and wide
expandon of trade rdaively to GDP. This was true dther within the European community or
with third countries?l. This reorientation of the French productive sysem towards externd
markets was greetly eased by a continuoudy wesk franc againg the US dollar, the British pound
and the German mak (figure 8). During the following cyde, imports and exports shares
deadily remaned a around 22% of GDP, which was conggdent with a quas-fixed exchange rae
of the franc vis-avis the mark and its rise againg the dollar and the pound. From 1994 to 1999
more favourable conditions prevaled and the exports ratio nearly grew by 5 points, pesking a

20 The come back of business cycles and of deflationist policies implied a lower mean growth rate from 1975
(around 2% instead of 5%), resulting in structuraly harder genera constraints on FSPS funding. French economic
cycles have been similar to those affecting other European economies but disconnected from the US (figure 3
above). Despite other structural differences, this could explain why understanding and constructing social problems
according to “universal challenges’ have lagged.

21 nitiated in 1969 the movement carried on a high speed until 1982 for imports (from 13.1% of GDP in 1968 to
23.7%) and until 1984 for exports (from 13.3% of GDPin 1968 to 24.1%).
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27.4% wheress the import ratio only gained 3 points to 23.8%. The franc's exchange rates agang
the dollar and the pound have been favourably dropping again.

Trade integraion within the European sngle market has played a prominent role in these
developments (figure 7). For ingance, when the export raio was around 24% of GDP, the ratio of
trade with third countries was only 7%. This means tha the current period is quite new when
compared to both previous cydes within EMU France enjoys much more favourable conditions
for managing active labour market and fiscd policdes as wdl as engaging in less redrictive
monetary policies at the European level.

This gtuation is bound to ggnificantly dter the reform’s context. Indeed European
integration plays a cucd roe because of the FSPSs Bigmarckian features (the socd
contributions  role in finandng). Globdly within the EU whee sodd contributions roughly
finance two thirds of sodd expenditure (DREES, 1999, p.8; Caussat and Hel-Thelier, 1998, p.
76), the labour market Stuation directly affects socid protection?2. Converssly demands for new
socid rights, bendfits and sarvices directly affect busness andlor employess. Thus growing
unemploymert does not affect socid protection financing only on the spending sde (by pushing
up unemployment benefits), but dso and manly on the income Sde inasmuch as it reduces the
socid contributions base.

1 — 3. Innovation in financing principles

The ratio of socd contributions to GDP may roughly be periodized accordingly (figure
9). During a firg period it incressed geadily (from 16.9% in 1974 to 22.3% in 1983). It
subsequently  gtabilised (at roughly 22.7% till 1992) and then dedined?3. However these
devdlopments are connected with a mgor innovaion with respect to funding principles From
1991 on pay ral contributions were gradudly and increesngly subgtituted by “Contribution
sociale généralisée” (CSG). CSG, being neither a tax nor a socid cortribution proper, combines
features of both and its taxing base extends to dl incomes (wages, benefits and capitd earnings).

This innovation is as important as the 1988 introduction of the Revenu Minimum
d Insertion (RMI). It was devised to placate paliticad controversy in the 80's and 90's relaing to
what was conddered as excessve rdiance on socid contributions. Critics argued in favour of
enlarging sodd security’s tax base and embarking on a more Beveridgean type of funding. Socid
contributions dlegedly endangered international  competitiveness because they impacted indirect
labour cogts. But internationd comparison of unitary labour costs showed that the latter were not
dgnificantly higher in France Sodd contributions, it was further argued, especidly impacted
low wages and unskilled labour in indudtries competing with low wages countries. Incentives to
aubditute cgpitd for labour were assumed to be responsble for high unemployment and long
term unemployment, as wdl as for povety exteson and an intbuilt sodd security defiat.
Tetimony of the undelying Beveridgean features a work in the FSPS, critics exposed the
inedequacy of sodd insurance principles to fund nationd <olidarity and risks as family and
hedthcare. Nationd olidarity, it was contended, ought not to not be linked to pay rall
contributions but to dtizenship’s rights. Supply Sde economics resulted in the gradud extenson

22 \ith social contributions amounting to 85 % of social benefits funding until 1990 (figure 9), France has had the
highest ratio in the European Union and is consequently the most affected by these mechanisms.
23 Because accounting conventions changed for national accounts, rates are not strictly comparable.
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of employers contributions bresks on weges (up to 18 SMIC, the minimum wage).
Contributions bresks have dso been massvely resorted to for unskilled workers, apprentices,
young workers with no qudifications, the long-term unemployed, etc.) (see section 5). Given that
these bresks have been (patidly) compensated by dae subsdies to socid security funds
(Abramovici and Mahieu, 1999, p. 76), it is no wonder that the share of socid contributions
dropped.

Table 2 digplays the dtructure of contributions and other resources from 1981. Up to 1994,
the share of socid contributions roughly remained stable a a mean 78%. However this apparent
dability hid a dgnificant swgp of employers with employees contributions. From 1994 on, the
employers share was dabilised, but employees contributions were subsequently substituted for
by the CSG*. Thraughout the period under review, dtate budget (including other recapts)
contributed at around 15%.

Table2: Net Resources 1981 (1985 (1989 (1993 [1994 [1995 |[1996 (1997 [1998
Employers contributions 552 [524 |52 499 |495 (472 |466 (462 46,7
Current 379 |3r3 |372 |379
Recongtituted 91 92 89 838
Employees contributions 184 [194 |24 |25 |23 (224 (26 (21,3 |[161
Individual Workers Contributions 51 4.8 52 49 47 4 42 39 34
Contributions on Benefits 01 0,7 0,7 0,7 0,7 0,7 09 09 01
Total social contributions (1) 788 [773 [803 |78 772 |7143 |43 [723 663
Special Taxes(2) 23 32 31 57 45 71 72 92 158
Total Ratio (1+2) 81 (805 (834 |87 [8L7 |84 [8L5 [8L5 (821
State Budget Contribution 157 (164 (142 (141 |161 [151 [153 [153 |148
Total Taxes 18 196 (173 (198 [206 (222 |25 |245 306
Other resources 32 31 24 22 22 35 32 32 31
TOTAL 100 100 100 100 100 100 100 100 100
French francs (Billions) 8528 (136 (170 (2119 (2189 [2%5 [2459 |2539 (2640

While subdtitution between employers and employees  contributions Hill pertained to the
Bismarckian rationde, the Beveridgean CSG emeages as the man efective innoveion in the
period under review. It was initidly fixed in 1991 a 1.1% of dl incomes and dtributed to ONAF
(Caisse Nationale des Allocations familiales) (Family benfits fund) for financing family benefits
(it subdituted for employers contributions reintegrated in gross wages). CSG rates subsequently
regularly increased, firg to 24% in 1993 (1.3 points going to a Fonds de Solidarité Vieillesse —
FSV - for non-contributive pensons). In 1997 the CSG taxing base was enlarged and its rate
fixed a 3.4%. Additiona resources went to CNAM (Caisse Nationale d’ Assurance Maladie),
(the hedth care fund) compensaing for a drop by 1.3 point on employees contributions. In 1998
the CSG rate more than doubled a 7.5% on wages and capitd incomes, and a 6.4% on bendfits.
Additiond resources agan went to hedthcare funds and bdanced further drops in sodd
contributions. Overdl CSG now acocounts for over 78% of dl taxes afected to socid security
expenditure2s,

24 gpecial taxes (on acohol and tobacco, on insurance and pharmaceutical companies, etc.) were also transferred.
25 Respectively 56% of hedlthcare benefits (CNAM), 18% of solidaristic assistance (FSV), and 14% of family
benefits (CNAF) (DREES, 1999, p. 8).
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Andyticdly, CSG should be regarded as a typicd hybrid resource combining both socid
insrance and tax. Inasmuch as it is genadised to dl incomes it undoubtedly bears the
characterigics of a proportiond tax, given that it is universd and was initidly not deductible
from taxable income26. However many of its characterigics make it diginct. CSG is drictly
earmaked to finance benefits and it canot be used for other dedtinations Moreover CSG is
collected dong with socd contributions by URSSAF. CSG thus emerges as an endogenous
inditutionad  innovation that dters the previous internd balance between Bismarckian and
Beveridgean principlesin favour of nationd ingtead of “professona” solidarity.

1 —4. The social budget deficit

The “socid security deficit” has condantly been a subject of controversy for the last 25
years in France. Indeed it provided a prevaling cognitive bass for political arguments and acted
as a audd judification for wdfare reforn®’. When the ddfiat is important (figure 10), dominant
actors tend to use it as an opportunity for reform in order to srengthen their position, as has been
the case for ingance in 1951-52, 1966-67, and more recently in 199528, Neverthdess, a a time
when FSPS expanson was a mdter of consensus both the government and socid partners
opposed date budget contributions, which has provided an in-built abitration mechenism of
disoutes. The government kept opposing dae budget subventions for obvious financid reasons
whilg the socid partners would dick to the Bismarckian rationde of the sysem and their power
podtions. Arbitration generdly followed a two-dage paten: in the fird, trade unions and
busness associations fought each other over employers and employees  contributions. Whenever
this fira negotiation faled, the government would enforce new finandng rules and trade one-off
financng of the defiat with expenditure reduction. This picture is however overamplified,
because of the fragmentation of the sysem into multiple schemes and funds (régimes) and
because of trade-unions divison. Each régime hes its specific higory and power dructure.
Consequently sgnificant differences arise in the forms of “démocratie sociale”, “paritarisme” or
“tripartismé according to régimes, depending on socid partners capecities (gpRoberts and dlii,
1997)29, Under date supervison the sysem’'s cohesiveness is however organised through specid

26 |t is now mainly deductible. Under the CSG label coexist three distinct taxes (on wages and welfare benefits; on
property earnings, on capital earnings). In 1995, 75.5 % of CSG came from wages taxation, 17,5 % from benefits
and only 7 % from capital income (Le Figaro du 14/11/95), a structure that does not correspond to these incomes

sharesin the GDP.

27 |ncidentally (figures 2 and 10) this deficit isin built. As total expenditure is only known of after annual accounts
are established, corresponding resources cannot be fixed exante. Which results in a permanent imbalance, either
positive or negative. To balance actual expenditure, socia contributions' rates for the different funds and régimes as
well as state subsidies have to be adjusted every year. Hence a recurring dispute between state administration and
social partners on the basis of these accounts.

28 For ingtance in 1952, the Pinay government tried to transfer social contributions collection from social security to
the Ministry of Finance administration, but was defeated and left office (Pdier, 1999, p. 272). The same type of

event happened to the Juppé Government in 1995-96.

29 Four different configurations of power contrast (i) state companies (régimes spéciaux for the railways, gas and
dectricity, the post, etc.); (ii) the régime général (mainstream fund for private sector employees); (iii) régimes
complémentaires (supplementary pensions, AGIRC, ARCCO); and (iv) the Unemployment Insurance (UNEDIC).
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trandfers’0  between the different régimes, based both on nationd and “inter-professond”
solidarity (Abramovici and Mathieu, 1999, p. 85-90).

During the fird busness cyde under review (1974-1983), things remained unchanged:
socid contributions kept increasing to maich growing expenditures. The government nevertheless
gradudly sepped up its intervention in order to reduce hedthcare expenditures growth (see
section 3). During the second economic cycle (1984-1993) adjudting contributions to expenditure
turned up very difficult, as the context had radicdly changed. In this period, trade unions as the
weskest actors had to accept a gradud subditution of employees for employers contributions.
SO0 as to compensate for ther weekness, they tried to abide drictly by Bismarckian sodd
insurance and professond solidarity principles. Conversdly they cdled for the date to contribute
for nationa lidarity risks’1. Accepting these transfers over to the state budget, the government
saged a trade off in 1993. In exchange for teking charge of non-contributive pensions (minimum
vieillesse), trade unions tacitly gpproved the Badladur penson reform for the régime général (see
further). A new configuration emerged from 1994, and especidly with the 1995 “Plan Juppé
(Dehove et Théret, 1996). Prime Minister Juppé forced the passing of his secretly conceived plan
through Paliament while resging dl forms of negotistion with sodd patnes®2. His plan
encompassed wide ranging reforms  privatisation of the nationd ralway company (SNCF), an
overdl reform of soda security financing, hedthcare and public companies pensons schemes
reform. A powerful popular movement subsequently paraysed the country for two months and
defeated Juppé's plan - a leagt patidly. Both SNCF's privaisaion and the penson reform had
to be cancdled. Essentid dements of the reform neverthdess were retained (see section 3). Of
particular interest with respect to the FSPS power dructure were (i) the principle of an annud
Paliament goprovd of a Socd Security BIlB3; (ii) the trander of aggregated socid security
funds debt to a sate run specid fund, CADS (Caisse d’ amortissement de la dette sociale). It was
agreed that the debt would be financed via CRDS, a new contribution akin to CSG*4. CRDS's
cregion as wdl as a subsequent 1996 conditutiond amendment dlowing for Paliament’'s
competencies to be extended to socid security matters, represent a Sgnificant shift of power over
to the Sate, thus reinforcing the Beveridgean component of the French system.

All in dl, France paradoxicdly emerges as the country where “wdfare dateness’ (Hora,
1986) is the lowest in Europe. Up to 1994 socid contributions accounted for 80% of tota socid
security resources. That socid contributions have dways been collected independently and have
not fdlen under the minidry of finance's supervison, is dso an indicator of wesk dateness. In
such a system, resources tend to be linked more to economic developments than to government's
finenda decisons However, as has dready been mentioned, the dStuation of pensons and
hedthcare on one hand, and other wefare areas on the cther, are dructurdly very different. For

30 See note on “demographic compensation” .

31 Those expenditures deemed to exceed the boundaries of professional solidarity were termed as “chargesindues’,
i.e. undue charges.

32« The location chosen for the presentation of the Plan was highly significant. Whilst all other previous “Plans de
redressement de la sécurité sociale” were announced after meetings with trade unions, Alain Juppé reserved the
announcement of hisplanto Parliament” (Pdlier, 1999, p. 526).

33 This Bill was supposed to initiate a new era for legitimising decisions concerning social expenditure. Its purpose
was to address: 1/ general orientations and purposes of social protection; 2/ tax resources; 3/ the securing of a
provisional expenditure growth rate compatible with balanced accounts; 4/ criteria for quantitative targets between
risks and regions (Palier, 1999, p. 527).

34 |ts uniform rate (0.5%) applied to al incomes (save socia minimum incomes, interests on popular savings
bankbooks and some pensions).
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pensdons and hedthcare (see section 3) which abisorb a little over three quarters of the socid
budget politicd decisons have been pending. For the other areas (section 4 and 5), Sgnificant
trandformations have dready been implemented. Globaly, the chdlenges to the FSPS have been
addressed very differently according to the three periods reviewed above.

***

(1) From 1975 to 1983, growth was more export-led and wages emerged less as a factor
of interna demand than as a cost to be reduced. Neverthdess Fordig-Keynesan fiscd and
monetary policdes proved ungble to control growing unemployment and high inflation. Along
with high inflaion came finandng difficulties dther through date budget o pay rall
contributions. Fscd and monetay tendons reveded the contradiction exiding  between
Keynesan palicies and internationdisation of the French economy. In 1983, Presdent Mitterand
eventudly opted for the“franc fort” (strong franc) srategy and redtrictive fisca policies.

(2) The 1984-1993 period was one of “désinflation compétitive’ (see previous note)
abiding by the Geaman Bundesbank rules. Allowing for perdgent high unemployment and
interest rates growth, these policies forbade any rise in resources whils socid needs kept
increesng, because of long term unemployment and poverty. Hence successve retrenchment
plans were implemented, that lowered socid coverage and contributed to the emergence of
“socd excluson”. In this period, wefare reforms responded to drict financid condderations
Magor quditative changes may dso be ascribed to European Union devdopments, i.e the single
market and monetary union preparations. Indeed neo-liberd polices of deflaion, deregulaion
and privatisation were directly submitted to the EMU poalitica agenda (Jobert and Théret, 1994).

(3) 1994 initiates a rew period where the new European monetary union framework is
working. The economic context seems more favourable. Redl interest rates have fdlen and essd
fiscd deficits and public debt condraints. Unemployment has started to drop serioudy. Economic
recovery is export-led and a pogtive trade baance helps interest rates decrease. From a poalitica
point of view, EMU completion has resulted in a new agenda where European inditutions
legitimecy is quedioned (Quermonne, 1999). European dtizenship and Socid Europe ae
discussed as wel (Maurice, 1999) and times are ripe for true European politics. But it is dso time
for a renewd of internd politics and gructurd reforms. These should less be dictated by purdy
financid reasons and take into account socid protection’s forgotten sociologica dimensons. The
Juppé plan seems to have contributed to a return of politicd debate on wdfare reform, involving
collective actors and civil society. Two oppodte agendas are currently competing: (i) a drict
market-driven orientation in favour of convergence towards resdud socid protection in a Europe
only conceived of as a freetrade zone (ii) the promation of EU as a new paliticad and culturd
entity with a gpedfic continentd socdd modd - a mix of Bigrarckian and socid-democratic-
Beveridgean treditions. The extent to which the European levd of government will influence the
future architecture of netiond sysems obvioudy will be the outcome of nationd options towards
ether the resduaist or socia-democrtic regimes.

However the chdlenges the French system is currently facing are obvioudy not only
extend and reaed dther to the European Union building process or to globdisation. Internd
chdlenges concerning unemployment and  inectivity, povety and inequdities family and
demographic trandformations during the last two decades will be andysed in the next section, in
order to understand the transformations described in sections 3to 5.



16

Section 2 — Internal context: employment, poverty and demography

France has undergone a dgnificant trandformation of its employment and activity regime
for the lagt twenty years S0 that is ranks to day as one of the European countries with rddively
low employment rates. However this has to be andysed in tems of dructures of activity,
employment and unemployment thet obvioudy influence the bdance of a wdfare regime dill
mainly funded through pay roll contributions In terms of poverty, a problem often deemed to
conditute one of the universd contemporary chdlenges Francegs performance is intermediate in
Europe. Its demography dso demondrates Soecific features.

2 - 1—The French employment and activity regime

A "penchmaking’' process for “labour make peformances’ has been gaining
momeium for the lagt two years in the context of the European Employment Strategy.
Politicans and ddidicians now tend to prefer employment raes to unemployment ones as
indicators of “labour market performance’. Benchmarking countries according to employment
rates should however be serioudy qudified because these rates reflect “societd” choices, choices
of socid judice and vaues (Barbier, 2000). Employment rates nevertheess tdl pat of the dory
in the context of nationd “employment and activity regimes’ (Barbier and Gauitié, 1998).

According to the Employment rates report, France gppears as one of the intermediate
member dates (EU Commisson, 1998), dong with Gemany and Bdgium. It is intermediary
between countries with high employment raes (the UK, the Netherlands and the Nordic
countries) and countries with low rae (the southern member dates, except Portugd). Teble 3
illugtrates the last decade’ s devel opments, bresking figures according to age and gender.

Table 3— Employment ratesin France (1985-1997)

(age) 1985 1997
All 1524 387 244
2554 773 771
5564 336 29.1
total 62.0 60.1
Men 1524 433 27.1
2554 91.6 86.5
5564 121 332
total 739 67.7
Women 1524 34.6 220
2554 63.1 67.9
5564 26.0 252
total 50.7 52.7
Source: EU, Employment report (1998)

Table 3 dearly illugrates one of Frances labour market dructurd festures, i.e. very low
employment rates a both ends of the age gpectrum (the young massvely being in education and
traning and older workers comnmonly retiring ealy). One should not however jump to
compardive condusons from a mere andyss of such raes A firg qudification is that, when
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adiuged to full time eguivdents the ranking of countries differ sgnificantly. For indance, a
60.8% employment rate for France in 1998 is equivaent to 57.4% in full time equivdents (EU
Commission, 1999). For the Netherlands, the drop from a 68.3 rate is 14 points to 54.0 when
shifting to full time equivdents For the UK, the rae drops from 714 to 609 in ful time
equivaents.

Dexpite ther dandardisation, employment indicators do not homogeneoudy capture dl
the sgnificant festures of the labour markets across Europe. For ingance comparison only based
on unemployment retes is flawed, because a “dack labour force” exigs in most member Sates,
i.e a potentid labour force of working age individuds, who are not conddered economicaly
active for various reasons (discouragement, participation in labour market schemes digibility to
welfare benefits for the inective, early retirement, underemployment, involuntary part time and s
on). The dearest case in this redm is that of the disabled. In France, roughly 600.000 working
age dissbled workers presently cdam welfare bendfits’> of which an edimated 30% are active
(Brygoo e d., 2000) s0 tha there is no mgor “wdfare-to-work” or “dependency” problem for
this category of the populaion. The problem would rather be of discriminatory atitudes on the
part of employers.

The subsequent table shows a compardive picture of underemployment in the European
Union, according to US Bureau of Labour Statidics raios But, on the whole, underemployment
might be roughly esimated as having varied from 10 to 25% of the potentid active population in
dl countries, incduding those with gpparently the best labour market performancesss. All these
data tend to put unemployment rates comparisonsin awider perpective3’.

Table 4- Underemployment indexes (1983-93)

% of active United Japan France Germany | Italy United Sweden
population States Kingdom
year 83 |93 |83 [93 [83 [93 |83 |93 [83 |93 |83 |93 (83 [93

% of unemployed (98 (69 |27 |26 [80 (11469 |77 |84 [102|112 103 |20 |53

% of discouraged |15 |09 |32 |22 |[Na |02 [Na [(na [11 |26 |13 |06 |11 |20
workers

% of involuntary 57 |50 |21 [19 [Na [48 |09 [15 [20 [23 |19 |32 [47 |62
pattime

Underemployment | 139102 (68 |57 |[Na [140|74 |85 [104 (136|133 (125 [54 [10.2
rate (U7 ratio of the
Bureau of Labor
Statistics (USA)

Source: OECD, Employment Outlook, 1995 and Barbier and Nadel, 2000

Another gructurd festure of the French employment regime is the persding gap between
mde and femde adtivity rates, which is nevethdess condatly decreesng. A higher
unemployment rate for women, roughly 4 points higher than the mde rate has dso persded for
the lagt twenty years. The ggp is aout double for the young under 25.

In France, in the mids of the second period reviewed, the number of people in
employment in 1990 was 22.32 millions and reached 22.43 millions in 1997 (the comesponding

35 AAH (allocation d'adulte handicapé) beneficiaries are currently about 800.000.

36 For instance, Denmark the current 2000 labour market “ miracle” with an unemployment rate of 5% also has

roughly 5% of itsworking age population in labour market programmes (Jorgensen, 2000).

37 It is particularly the case for the Netherlands, because of the combined outcome of a high prevalence of part-time,

especially among women and a high percentage of the potential active population on permanent invalidity benefits
(De Beer and L uttikhuizen, 1998).
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figure was 21.25 in 1972). Adjusments on the French labour market for the last twenty years
have been made through two channds explict unemployment on one hand, and paticpetion in
employment policies and insertion progranmes8. The bdance edablished by the minigry of
labour dearly illustrates this dynamics (teble 5).

Table 5—Unemployment, employment and labour market programmes (1972-96)

(thousands) 1972 1996 Variation
1 Total employment 21253 2321 +1068
2 of which: subsidisal 2 2065 +2063
3 Non subsidised 21251 20256 - 995
4 Unemployment (ILO) 669 348 + 2579
5 Early retirements 93 850 + 757
(state funded)
6 Active population (1+4) 21922 25569 + 3647
7 Potentialy active population 22015 26419 +4404
(6+9
8 Total of participantsin 9% 2915 + 2820
government programmes
(2+5)

Source: DARES, 1997 (PS 97.07, n° 27.1)

Thee ovedl trandormations of the labour market for the last twenty years conditute a
magor factor of the French sysem. Whilg the French “wdfare da€’ has not been rolled back, it

catanly has undergone a mgor trandformation via the emergence of “politiques d'insertion”,
and employment policies, aswe will seein section 5.

2-2. Poverty and inequality

Frances contemporary reldive performance in Europe in terms of poverty is intermediate
between the Scandinavian and Northern countries where poverty is lower and the UK, Irdand
and the southern countries, where poverty is higher (Paugam, 1999). Measured as a proportion of
the population eaning less than hdf the nationd mean income, the French poverty rate was 16%
in 1993 (as agang 9% for Denmark, 13% for Germany and 14% for the Netherlands). It was thus
closer to European countries with lower rates than to the UK’s (23%) or Portugd’s (29%). A
gmilar ranking is true for the proportion of the poor among the long-term unemployed (30% as
agang 64% in the UK but 7.5% in Denmak) (Paugam, 1999). Recent comparative Eurodat
datidicd saries confirm this intermediate gatus among the Union's member dates, when the
proportion of lowincome3® categories is conddered (16%) (as agangt 11% in Denmark but 21%
in Irdand and the UK). Eurodat caculaes a Gini index of less than 0.30 for France, Belgium and
Germany, as againg more than 0.33 for the UK, Irdland and Spain (Eurodtat, 1999).

However the dructure of poverty vaies dgnificantly among European countries, which is
of course very important when welfare reform is consdered in compardive terms. For indance,
Eurogtat series show that sngle @rents poverty is much less a problem in France where the risk

38 On the whole the working age inactive population remained stable from 1990 to 1996. This contrasts France for
instance with the UK where adjustment happened not through unemployment but via inactivity (Employment Policy
Institute, 1998).

39 Low income is here defined as |ess than 60% of the median nationa income. Data are available for 1995 from the
European Households Panel.
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of being poor for them is twice the risk for the res of the population, as agand five times higher
in Britain and Sx times in Irdand. Structurd differences across countries must dso be siressed as
to the compostion of the poor category: 114 aged persons (over 65) belong to the poor in France
as againg 100 for the rest of the population (respectively 160 in the UK). Conversdly the French
young (16-24) have a higher probability of bang poor: 185 are in this category as agangt 100 for
the rest of the population (and 78 in the UK).

That poverty is not homogeneous across Europe is well documented and may be linked to
nationa sysems features Two indances of this are the proportion of poor children and the
proportion of "workless households'. Tesimony to a very worrying extenson of povety or
deprivaion dtuations in France has been the unprecedented increase in numbers of people
digible for benefits desgned for various poverty Studtions (minima sociaux, cf. section 4). In
1970, 2.3 million households (accounting for 3 million people) damed these benefits Numbers
dated to rise sharply from 1990 and, in 1996, there were about 3.2 million households minimum
income recipients'© (i.e. 6 million people, or 10% of the totd population). Among these were 1,5
million children (Amrouni et Math, 1998).

A comparative sudy (Jesndidier e d., 2000) illusrates how differently the French and
US wdfare sysems operae and how the French - as other continenta sysems - achieve better
outcomes in dleviding poverty for children. In the French Stuation, 19% of children would be
poor4l without family bendfits and sodd assdance, wheress dter these tranders, only 7%
remained poor. In Cdifornia and Pennsylvania, the corresponding figures were 34% and 25%
before tranders After tranders, 29% of Cdifornian children remained poor as wel as 21% in
Pennsylvania Such wide differences are explained by the family content of French socid policy
but dso in terms of its expenditure levels*2.

Smilaly, workless households with children are more a problem in liberd wefare Sate
regimes. As has been shown by The Economist (1999) drawing on OECD datidtics, France and
Geamany have around 8% such households as againg 20% in Britain and 15% in Irdand (more
than 10% in the US, Audrdia and Canada).

More precisdly, in the bigges EU member dates the risks of being without employment
were asfollowsin 1995 according to types of households:

Table6 - Risk for households of being workless

Countries 1 adult no|l adult with{2 adults no|2 adults with| All households
children children children children

France 371 340 319 59 219

Germany 318 380 281 55 20.7

Ity 414 289 389 6.6 20.7

UK 358 60.8 215 10.7 216

Netherlands 356 55.1 237 57 19.7

Source: OECD, 1998 Employment Outlook

40 see further. Using (not strictly comparable) UK statistics shows that social problems differ between France and
the UK. “Key benefits’ there catered for 17% of the working age population in 1998. This was down from 20% in
1995 (See Bivand, 1999). Key benefits include Family Credit, Jobseeker's Allowance, Incapacity Benefits and
Income Support.

41 with an under 50% of the median income definition.

42 The study estimates that an "equivaent" to the French and Luxembourg policies reviewed, when applied in
California, would expand socia expenditure there fivefold.
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Although dl member gaes in the teble above show a rather convergent mean rate, thar
dructures differ widdy. Single parent workless households are a mgority only in Britan and the
Netherlands, whereas France and dl other consdered countries have a rather convergent 6 points
rate for workless households with two children (as againgt 10.7 for the UK).

Wha ae the French sysem’'s rdaive peaformances in tems of redigribution?
Redigribution performances are complex to compare across countries. Traditiondly the French
system has been regarded as dble to organise very little verticd redigribution (from the rich to
the poor) and one of its outcome has even been counter-redidribution (Pdlier, 1999, p. 263-292).
Neverthdess given the cancdling of celings for sodad contributions, it hes turned out more
neutrd a the end of the periods under review. Some of the counterproductive effects are typicdly
seen in the penson sysem (Lagarde et Worms, 19xx) because life expectancies between socid
groups diverge.

Andysng redigribution outcomes from the perspective of the three periods defined in
section 1, the firg one (1975-83) cetanly gopears as following the previous petern (family
benefits were raised in 1981 and tax polices favoured a reduction of income inequdlity).
“Solidarity” was then subdituted to equdity, from 1984 on (Théret, 1991; Jobert & Théd,
1994). In the third period verticd redigribution has tended to return to the politicd agenda, as
wdl a the reduction of regiond imbdances Arguments in favour of a more minimdig
Beveridgean orientation with increased emphass on targeting have dso gained momentum in the
public debate Neverthdess, from a European perspective (Eurodat, 1999), and when pensons
ae exduded, France is among countries where income didribution before tranders is
intermediate, and where income inequdity decreeses dgnificantly after  tranders  Income
digribution in the four main countriesis as follows

Table 7: Redigtribution in the European Union: Francein per spective

Country Threshold (in | Income before transfers Income &fter transfers
1995 SPA43)
144 |2 3 4 1 2 3 4

Germany 7433 24 31 24 21 18 32 26 24
France 7025 28 |29 21 (22 |16 A |5 |5
UK 6720 A (22 19 |26 |20 0 [22 |28
Ity 5232 21 31 21 26 19 31 23 27
UE13 6352 26 29 21 24 18 32 24 26

Source: Eurostat, 1999

Only the UK and Irdand have more than a third of their populaion under the low-income
threshold before transfers. Other member dates have proportions ranging from 21 (Itay) to 30%
(Bdgium). After trandfers, the UK and Irdand score more than 20% (Portugd being the leader
with 24%) and the Netherlands and Denmark showing the best scores (with only 10% of ther
population under the 60% threshold). France and Luxembourg score best after them. Comparison
of quintiles result in Smilar findings (Eurodat, 1999).

43 PPPS (purchasing power parity standards) are a conversion of national currencies; each unit corresponding to an
identical quantity of goods and servicesin the different countries.
44 (1) Less than 60% of the national income median; (2) 60 to 100%; (3) 100 to 140%; (4) 140% and over.
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2-3.— Demogr aphic trends

France's population increase manly results from naurd increese, immigraion having
had a reativey low impact on totd increase for the last 15 years. With 4.3 per thousand in 1999
(32 in 1995 &s agang 4.6 in 1985) France's population growth ranks among the highest rates in
the EU (with the Netherlands and Luxembourg) (Beaumd and d., 1999). It is edimated that it
will keep increesing till 2020 (between 1990 and 1999, its annud increese has ostillated between
aound 190 to 250 thousands for a population which grew from 56.7 to 58.6 million*?). This
annua change entails a subgtantia yearly flow of new entrants on the labour market.

French fertility rates have decreased for the last twenty years as in other EU countries.
However the French paitern resembles that of Sweden and is very differert from other southern
European countries (its birth rate - 13.4 per thousand in 1990 - decreased to 12.3 in 1994 but has
sgnce recovered to 12.7 for the last four years). Current fertility rates per women in France thus
rank among the highest in Europe (a 1.7 in 1995, they reman Smilar to Brigish raes — 1.8).
Although ggnificatly lower than Canadian and US rates French featility rates ae only
outperformed in Europe by Irdand and Scandinavian countries (Beaumd and d., 1999). The
French ranking has traditionally been ascribed —patialy a leest - to a spedfic st of family
polides (see section 4), induding messures dlowing full time employment for mothers (manly
childcare bendfits and services). This means that a “double earner” pattern for @uples has sHiled
in France for alonger time than it hasin some other member Sates's.

French matrimonid behaviours have dso changed ggnificantly for the lagt 30 years
Divorce is more frequent (38% of 1995 marriages are expected to break down). The roportion of
unmarried couples has dso increased. The number of mariages has decreased by 32% s€ince
1972, but mariage rates have recently increased again (4.9 per thousand in 1999 as agang 4.4
from 1993 to 1995, but 7.8 in 1970). Mariages are concluded later in life and nearly 40% of
children are now born out of wedlock (6.8% in 1970 and 19.6% in 1985). The prevdence of
gngle parenthood is however rather lower than in many European countries. Around 14% of dl
families with childre?’ are sngle parents families (84% of these are Sngle women), a proportion
dose to Gamany's or Finland's but sgnificantly lower than the UK’s (23%). Moreover, contrary
to many other EU members, lone parents in France have traditiondly been economicdly active
(more then 70% of lone maothers were active in 1996). Of the dngle parents with two children,
86% were active a the same date as againg 49% in the UK or 56% in the Netherlands. On top of
this thar ativity pettern has been dominantly full time (only one third presently have a part time
job). For this reason the “dngle parent question” has not been 0 crucid in socid policy as it has
in some other countries;, again this may be ascribed to the traditiond French family policy where,
globally, economic inectivity has not been encouraged®®. 17% of young adults (25-29) are living
with their parents in France like in the UK (as agang 56% in ltdy, 24% in Bdgium, 34% in
Irdland, more than 50 in Greece, Spain and Portugd )4°.

45 Excluding oversess territories (K erjosse, 2000).

46 Unfortunately strictly comparable data still lack on the subject. Majnoni d’ Intignano (1999, p. 19) notes that only
17% of 14.4 million economically active households are couples with inactive women.

471.7 million familiesin 1999 as against 1.4 in 1990.

48 Notwithstanding some cases were, especially in the second period under review, women's inactivity was obliquely
encouraged, for instance through “allocation parentale d’ éducation” (see further).

49 spurce: Eurostat, The Economist, April 1%, 2000.
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As in dl European countries population ageing trends appear inexorable in France.
However concdusons drawn from indicators give rise to controversy about the basc demographic
tenets of pendon reform. Population ageng is the result of increesing life expectancy and
dagnaing births and immigation. Presently the proportion of over 65s in the totd populaion is
15.9%; this will roughly keep steady till 2011 (16.8% and 20.6% are the present edimates for
2010 and 2020) (Levy, 2000). As for the proportion of over 60s, it will increase subgantidly
from 2006 when the 1946 baby boomers are 60. This proportion was 20% in 1995 and it is
supposed to reach 27% by 2020 and 33% by 2040 (Conciddi, 1999d). In comparative terms, a
soecific French fedure is the high ggp exising between men and women life expectancies (82.4
for women and 74.9 for men in 19990). The question of dependency ratios is more controversd
and condtitutes one of the explaining factors of wide discrepancies in current expertise about the
fundamentas of alooming pension reform.

Table 8- Alternativeratiosof dependency -

20 20 20 20 20
05 10 20 30 40
Old-age 10 11 13 16 18
dependency ratio 3 0 6 4 2
Demograph 9 10 11 12 13
ic dependency ratio 5 5 9 7
Economic 0 86 93 10 10
dependency ratio 1 6

Source: Charpin (Conciadi, 19993, p. 109) (1995=100)

Conciddi (1999a) discusses an “economic dependency ratio” from the Charpin report>?
which tekes into account the overdl “burden” of the nonworking populaion (induding the
unemployed). He emphedses the condderdble difference exiging between the “old-age
dependency reio” and the “economic dependency” one. Whereass the former (see table 8) is
expected to grow seadily from 100 (1995) to 182 (2040), the latter would decrease from 100
(1995) to 86 (2010) and then again increase to 106 (2040). The man explandion for such a
gtuaion is that the increased burden of pendon funding (contributions) will in the future be a
fird outweighed and then partly bdanced by the reduction of socid expenditure for the young
and the unemployed. Such cdculations ought to be contrasted with the current darming discourse
concarning age dependency ratios that the European Union edtimates will increese by 50 %
between now and 2020 in the member Sates?.

***

In the previous sections, the main shifts the Etat social has experienced in France have
been addressad from the perspective of the basc financing principles. They have been st in ther
recent higoricd and economic contexts and put into perspective agang labour market and
demographic developments. We will now see to what extent the French NSSP may be sad to

S0 Life expectancy in France also remains very dependent on social status and occupation. For instance, life
expectancy at 35 is 44.5 years for managers as against 37 years for unskilled workers (Données sociales, 1999, p.
299).

51 The Charpin report is one of a series of reports supposed to prepare government decisions (see section 3).

52 Or with 1988 OECD estimates for an anticipated tripling of health and pension expenditures, especially in Japan
(Esping-Andersen, 1997).
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have followed trends dmilar to other wdfae daes in tams of privaisaion and targeting
(sections 3 and 4), before turning over to the activation and work oriented policies (section 5).

Section 3— Towards Privatisation and I ndividualisation of Healthcar e and Pensons?

Pressures for more privatisation and/or individudisation of rights ae a& work in
hedthcare and pensons but shifts in both policy aeas have been limited 0 far. Opposte
tendencies towards universdism and increesed datism ae dealy obsavable in hedth, whilst
ressgance to penson individudisation (via funding schemes) is drong. The Sate and nondtate
socid actors ae looking for a new bdance between “interprofessond” solidarity (the
Bismarckian tradition) and “nationd <olidarity” (via a Beveidgeen adjusment to financid
intereds pressure).

3-1: The health system: from a limited de facto privatisation to universal coverage; from
demand to supply management.

The French hedth sysem encompasses ningteen hedth insurance funds®s. Services are
delivered ether by public or private hospitds (induding private sarvices within public hospitds),
and by private providers for ambulaiory care (medica and paramedicd professons). The sysem
therefore relies on contradictory principles. On one hand private liberd medicd practice prevals
patients choose ther practitioners fredy in the private or public sectors and pay them on a fee
for-service bass. On the other hand hedth codts (care and medicines) are reimbursed to patients
as contributors to a fund. Fees for cares as wdl as for prescriptions are flat fees approved after
agreements negotiated between funds and professona associaions.

Apat from public hospitas, government is thus unable to directly control the supply and
it is indined to exert indirect pressure on the demand dde (via increesng socid contributions
and/or patient charges). Leaving adde objective factors (like for instance population ageng or
AIDS) an “inflaionig codition” prevalled on the supply dde untl the early 90s Co
adminigrators of CNAM, trade unions and employers associations accepted fast expenditure
growth (Damamme and Jobert, 2000), under the influence of a poweful pharmaceuticd indugtry
and the physdans organisations. Indeed this codition was quite efficent during the Fordig era
But dowing economic growth and recurrent recessons no more dlowed for such management o
that the sysem was pictured as more expensve and les efficent than in other European
countries4.

Therefore retrenchment and cost control have been on the government's agenda since
1975. Three successve drategies have been implemented, from the politicdly essest to the
hardest, which roughly fit in with our section 1 periodization. During the fird dagflaionist cyde
(1975-1983), pay rall contributions were increased to adjust resources to spending. This was
achieved through the removd of callings a the employees expense (see table 9). Pdient charges

53«Régime général " isthe biggest and caters for private sector employees (CNAM); it accounts for 80% of total
health spending. “ Régimes spéciaux” are for civil servants and public enterprises’ employees. There are al so funds
for the farmers (MSA) and the salf employed (CANAM).

54 For the most recent critiques, see Consail d' analyse économique, 1999; Breuil-Genier and Rupprecht, 1999.
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increases were supposed to foder incentive for patients to "sHf-adjust™>. But these measures
faled to contain spending, which kept growing much fader than GDP. During the “competitive
desnflation” cycle (1984-93), three more radicd inditutiond innovaions concerning hospitd
and ambulatory cares were implemented. A typicdly demand Sde messure, a daly hospitd
patient charge (forfait hospitalier) was introduced. Moreover public and nontprofit private
hospitds were submitted to cgps on thar anud funding (dotation globale) (Pouvourville,
1994)%6, Dotation globale, dthough a supply sSde messure de facto operaed as a demand
limitation device because it organised extend quantitative control and proved largdy inefficent
to contain medica expenditures (as againgt labour cogts).

55 Thelevel of patient reimbursement on ambulatory care and medicines was reduced.

56 |n 1997, the number of bedsin the public sector accounted for nearly 65% of the total and private serviceswithin
public hospitals for 10%. Private beds accounted for one quarter of the total (Devile and L esdos-Cahaupé, 1999, p.
3).



Table9: Social contributionsfor healthcar einsurance (Régime Général)

25

1945|1959 (1961 ({1962 (1966 |1967 |1970|1971 11976 (1979 (1980 (1981 (1984 |1987 |1991 |1992 |1997 (1998
Employers' Contributions Rates %
Under ceiling 10 |125 [135 [1425(15 |95 |1025|10.45|10.95(895 (8.95 |5.45
On total wages 2 2 2 25 (45 [45 |8 126 (126 (126 (128 [128 |128
Employees' Contributions Rates %
Under ceiling 6 6 6 6 6 25 |25 |25 |3 1
On total wages 1 1 1 15 |45 |55 |55 [55 |59 [68 |68 |55 [0.75
CSG 1 51
Source: Lancry, 1995,
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Achieved through dotation globale, this inadequate Stabilisation of hospitd costs was
accompanied by growing inefficiency for regiond dlocation of resources because the cap
entrenched exigting inequaities between hospitals (Fierru, 1999, p. 19-20). Moreover budget
control was not extended to private hospitals where cogts kept soaring. At the end of the day
financid condraints and competition with the private sector proved detrimenta for the less
well off customers and those on the margins of society, which gppeared contrary to traditiona
French public hospital standards (ibid, p. 43)>7.

Thirdly, in a dear departure from the rules established in 1971, a second sector was
created in 1980 for practitioners (secteur 1) dlowed to exceed agpproved flat fees while
customers were only reimbursed according to tariffs. The number of sector | practitioners —
those who kept abiding by approved fees - consequently declined rapidly, especidly for
goecidigts (table 10). This resulted in very dgnificant increeses of patient charges in
ambulatory care. Sector |1 expansion was however subsequently stopped from 1990 orP8.

Table 10: Sectors sharesin ambulatory care

Shares First Sector % All physicians Generdists Specialists
1980 82 0 70
1990 63 78 51
1991 74 81 66

Sources, Pouvourville, 1994; Bureau, 1999.

The detrimental effect to the poorest appeared al the nore unsugstainable that it came
on top of other converging reforms. the daily hospita patient charge, patient charges increase
for ambulatory care within sector | while a growing number of medicines were excluded from
reimbursement. Thus from 1975 to 1993, patients participation to costs increased from 20%
to 25 % (ambulatory care) and has peaked at 30% since the 1993 refornP°.

All this has resulted in growing “individudisaion” and the shifting of cods over to
patients while expenditure was not ggnificantly contained. In fact, because of “mutuelles’,
costs have not been “privatised” in a proper sense. Mutuelles are work related non-profit
hedth insurance organisations that employees join voluntarily as “friendly societies’. As most
French employees are members, costs were shifted to mutuelles, increesngly functioning as
supplementary insurances (table 11) and maintaining the level of “socidised” spending.

Table 11: Financing healthcar e and medicines

Total Healthcare 1975 (1980 (1985 {1990 [1993 [1996 [1997 [1990 [1995 [1998
Financing nbb0  |nb nb
Social Security 732 |7165 |[755 |740 739 760 [755 |755
State 41 29 23 11 09 11 10 11
Total Public 7713 |794 |778 |751 [748 |744 |739 [77.1 [765 [76.6
“Mutuelles” 438 50 51 6.1 6.3 6.1 6.8 71
“Socialised” Spending [82.1 (844 [829 [81.2 [81.1 832 [833 [837
Private Insurances 15 31 36 26 31 30
Households share 141 157 [153 142 136 [133
Sources: Lancry, 1995; Rochaix, 1995; Rupprecht, 1999a; Geffroy et Lenseigne, 1999.

57 | n spite of these groups subsequently transferring their demand for health care from ambulatory care over to
hospitals (Mormiche, 1995).

58 Sector |1 physicians were mainly concentrated in large cities and in certain medical disciplines and a growing
difficulty of accessto care for some groups had emerged, less well-off patients being unable to pay for sector |1
fees.

59 Corresponding figures vary from 35 to 100% for prescriptions and 20% for hospital care.

60 New 1995 basis of social protection accounts.
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But because lower income groups join mutuelles less frequently (table 12)61, this
process of individudisation and privatisation Sgnificantly increased inequdlity.

Table 12: Supplementary Insurance cover age

% of the group Coverage % of those giving up care
1996

Farmers 844 6.4
Unskilled Blue Collar 69.9 18.1
Skilled Blue Collar 82.1 17.7
Unskilled White Collar 79.4 24.4
Middle management 921 17.8
Executives 90.9 112
Craftsmen and shopkeepers 82 149
Total Active Population 86.4 165
Unemployed 33.7

Source: Rupprecht, 19993, p. 156.

As table 1 in section 1 shows, retrenchment Strategies (either incentives for patients to
“f-adjust” or hospital budgets annua capping) faled to redly dabilise expenditure (from
9.1% of GDP it grew to 9.6 and 10% during the 1992-93 recesson). At the same time this had
unintended consequences in terms of inequdities®2. For reasons both of inefficiency and
inequity, the individuaisation trend had to be reversed from 1993. Current reform orientations
combine supply management for ambulatory care, a return to hedthcare planning and an
extenson of universdism under increesed Stae control. Paradoxically, these reforms have
tended to limit traditiona liberal practice. The 1995 Juppé Plan (see box) systematised these
new orientations.

This very wide-ranging project drawing on previous piecemed refornf3 gave a new
impetus to change in a systemic way (Join-Lambert & alii, 1997, pp. 522-526). Because of
fierce oppogtion some of its content had to be cancelled and courts have adso chalenged
some of it but fundamenta eements have lasted. This is epecidly the case for the steps taken
to unify the different hedthcare régimes, which led to the introduction of a couverture
medicale universelle (CMU- universd medicd coverage) later passed through Parliament in
July 1999. This is dso true of the accounting and cost controlling content of the plan, in Spite
of pending technicdities.

61 Only 85% of the population join a supplementary insurance. Membership strongly varies with income levels
and social groups (Rupprecht, 1999a, p. 155). In 1999, according to Volovitch (1999), 9.5 million people have

no mutuelle, and only 2.5 millions of them are 100% covered by social assistance for their healthcare.

62 |ncreasing inequality of access to care was experienced (despite targeted measures for the very poor - for
instance RMI claimantsin 1989). According to a 1995 survey, although nearly al interviewees had a health
insurance, 24 % declared they had to give up certain cares, because of the inadequacy of the insurance coverage.
Restrictions concerned dental cares (12 %), glasses (8 %), and other medical cares (6 %). Another study states
that "the rate of renunciation to cares is more than 25 % for househol ds whose income s less than 6500 FF
monthly, whileit ishalf (12,5 %) for those earning in between 20 000 - 30 000 francs. Moreover, the rate of
renunciation was higher than the mean rate for people belonging to groups with the highest degrees of morbidity
(Schneider-Bunner, 1995, p. 17).

63 |n previous years there had been “along genesis of arushed reform” (Damamme and Jobert, 2000). In 1991,
USinspired "diagnosis related groups' were adopted. Medically adapted spending control procedures were first
implemented in 1992-93.



28

The" Juppé" Plan for healthcare

- Parliament is constitutionally empowered to fix annual spending limits with the imposition of
penalties on doctors who exceed these ceilings (maintained but not fully implemented so far). An 1996
constitutional amendment and organic laws organise an annual Parliament vote of a "Social Security Financing
Bill" LFSS). LFSS fixes national spending targets and a national objective for healthcare funds (ONDAM) (the
first such objective was passed for 1997).

- Healthcare funds managing boards are restructured. Against the paritariste tradition, the government
nominates fund executives and qualified experts are introduced (maintained).

- A universal health-insurance regime is created, encompassing the nineteen existing regimes. The work
(or work related) conditions for benefits are substituted by residence requirements (adapted through CMU).

- Funding principles are altered. State contribution is increased through CSG (see section 1). Health
social contributions are extended to taxable pensioners and the unemployed whose benefits exceed the minimum
wage. Additional taxes are imposed on the pharmaceutical industry and “generic” drugs' use is encouraged.
Family benefits become taxable (not implemented).

- Healthcare cost management procedures are introduced (maintained). An individual healthcare file is
created to restrict patients’ “nomadism” and access to specialist practitioners (not implemented).

- Regional administration agencies are created to administer hospitals, evaluation procedures are
extended as well as co-ordination between public and private sectors (maintained).

The Juppé Plan clearly demongrated that structural opposition by practitioners could
not be easly put asdef4. Because of medicd associaions oppostion, and because legd
technicdities are 4ill pending, an adequate mix of practitioners accountability and overdl
goending limits has not been fully implemented yet. However new cost control mechanisms
are currently devised to try and settle the internd conflict existing between liberd medicine
and socialised expenditure. Specific compulsory medical norms and good practice references
(maitrise médicalisée des dépenses) are being gradudly implementedss.

The 1995 Juppé Plan and subsequent 1996 Parliament Acts have adso introduced
important changes in hospital care. Regiond Agencies (ARH) now encompass previousy
separated date sarvices and the funds adminigtrative bodies. Widding genera competence in
matters of planning and financing for dl hospitds, these agencies dlocate regiona resources
according to LFSS standards and they are able to reduce previoudy entrenched imbaances
and adjust resources to needs. In the long term, hospitds will have to comply with care
quality standards (Breuil-Genier and Rupprecht, 1999, p. 155-157).

Findly implemented from 1999 couverture médicale universelle (CMU) is supposed
to address the system’s previous failings in terms of socid excluson and inequdity of access
to care. It firgd entals the creation of an additiona subsidiary universd régime for al those
previoudy not digible to fund membership (50 000 persons did not enjoy personad insurance
rights nor took up free medicd assgtance). Secondly CMU initiates a complementary
insurance scheme for an edimated Sx million lowincome individuds excluded from
mutuelles membaship so far (see above). Entittement to this insurance is income tested

64 Historically the only measure accepted was an annual numerus claususfor new practitioners (generalists and
specialists). The number of students allowed was limited to 3600 in 1995 while it was 8150 in 1978 and 6409 in
1981 (SESI, quoted by Join-Lambert & alii, 1997, p. 517). Thislimitation failed to contain spending because
contracts between funds and professional associations only fixed unitary flat fees.

65 v arious contemplated instruments are still to finalise: compulsory standards for given pathol ogies (références
médical es obligatoires, RMO), overall computerisation of the system, experimentation of care networks,
extension of generic drugs use according to Drug Agency norms. Norms have been gradually and increasingly
implemented since 1994 (Rupprecht, 1999b, p. 174). Their effectivenessis however dependent onfurther
computerisation of the healthcare system. Presently only roughly one third of general practitioners are connected
by computers.
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(presently a a monthly 3500 FF86). Resources stem from a specid tax on “mutuelles’ and
private hedth insurance, linked to incentives for these inditutions to participate in the scheme
(Marié, 2000, p.19)67.

CMU thus eventudly emerges as condstent with the Bismarckian tradition. Despite
being termed “universd” it drengthens the fragmentation of the sysem by adding a new
“régime’. Because this regime is subgdiary, the work related base of hedthcare remans
unchallenged. Indeed the Bismarckian tradition emerges as confirmed, because both the
pivotaan CNAM role and mutuelles's paticipation. Universdism is thus achieved through the
cregtion of new schemes in a context of underemployment, while traditiond links between
“professond” solidarity and nationd solidarity are drengthened, and because solidaristic
assigance isintegrated into socid insurance.

* k%

All in dl, devdopments in the French hedthcare sysem for the last twenty years
could certainly not be characterised as following privatisation or individudisation trends.
Figures show long term stability within the particular French welfare mix (table 11) which has
adways let individua choice and practice play an important role. At the same time hedthcare
expenditure has remained high snce 1993 (see table 1 in section 1). Neoliberd influences that
had developed in the 1980's have been countered since. Universdisation of hedthcare socid
insurance as wdl as renewed public planning are moves that somehow “disqudify the liberd
temptation” (Pierru, 1999, p. 46). From 1995 on reforms adso paradoxicdly give a new
impetus to paritarisme (Catrice-Lorey, 1997, Hassenteufel, 1997). Far from only illustrating
reinforced gtatism, they should dso be considered as the tentative outcome of a new codition
between socid partners building up®8. Current reforms have aso sressed the crucid role
acribed to contracting mechanisms  (between government and socid  security, between
regiond agencies and hospitals, etc..). The creastion of CMU demonstrates that the FSPS, at
leest in the hedthcare area, has been able to draw a new bdance from its hybrid
Bismarckian/Beveridgean traditions.

3-2. Pensions. resistance of the pay-asyou-go system or development of pension
funds?

The French pendon system is amog entirdly socia insurance based and compulsory,
it is based on a pay-as-you go principle and very fragmenteds®. Three main groups of schemes
account for nearly 90% of 1997 total pensions (DREES, 1998, p. 41):

66 AAH beneficiaries (the disabled) and some minimum income beneficiaries are not eligible (2 million persons)
because their benefits are higher.

67 Supplementary benefits are supposed to allow for decent reimbursement of dentist and optical care (Breuil-
Genier and Rupprecht, 1999, p. 147-48).

68 CFDT has replaced CGT-FO as MEDEF - the main employers association' s partner. The internal balance of
interests within MEDEF has also been altered at the pharmaceutical industry's expense and the mutuelles sector
has been able to assert itself within the coalition, while a new medical association, MG-France, emerged asa
supporter of supply-side reforms (Damamme and Jobert, 2000).

69 538 pension regimes cater for employees, the self-employed, professionals, farmers, managers and executives,
each being organised according to different rules and delivering benefits of varying levels. Among them, one
hundred régimes spéciaux cover 4.5 million public sector employees (20 % of all employees). A very small
proportion of these régimes are voluntary (the farmers', some large corporations schemes for executives, afew
schemes for the self employed). It should nevertheless be stressed that life-insurance schemes, because of their



- The régime général (administered by CNAV) sarves badc pensons to dl private
sector employees incuding executives and managers (cadres) (i.e. one third of the totd
pensgon hill, for 85 millions beneficiaries, that is 70% of the over 60 populétion).
Government control is here a its highest.

- The complementary régimes (AGIRC and ARRCO) provide additiond pensions to
régime général beneficiaries, amounting to one fifth of totd pensons’®. Socid partners
manage these schemes and government intervention is limited’2,

- The specid régimes for public employees amount to one quarter of dl contributive
pensons. The government here acts as employer and negotiates with public sector trade
unions on a neo-corporatist base.

Figures in the appendix show that pendons have been the main spending item since
before 1975: their current 43% of tota socid expenditure was firs reached in the early 70's.
The quas-linear growth of pensons over the three periods under review however points to
diverging causes. Till the early 80s, pensons vaue improved whilst the number of pensioners
grew dowly. Then pensons vaue decreased reaively while the number of pensoners grew
very quickly (see section 2). The pensions ratio to GDP per head thus appears amost stable
(Conciddi, 2000). Whereas pensions policy remained generous till the early 1980's
(retirement age was lowered from 65 to 60 in 1982), it turned more redrictive from then on.
The gap between GDP and pensons growth rates has thus gradudly been dosng (figure
13)72.

As in other developed countries, the politicad debate about pensons, under the
pressure of dtate dites and employers associations has mainly stressed economic arguments.
(i) long term demographic trends thresten the financid sudtainebility of pensons (i) income
digribution has developed in favour of pensoners, whose mean income now equas or
exceeds the active population’s mean income’3; (iii) low growth and massve unemployment
as wdl as low employment rates jeopardise the financing prerequidites for pay-as-you-go
schemes’4.

As dructurd reform is particularly difficult to implement in this area, because of fierce
oppostion by vested interests, retrenchment measures were limited to piecemed action till
199375, In 1993, dructurd reform redly sarted under Baladur's prime ministership. Régime
général pensions saw their contribution period increase from 37.5 to 40 years for basc and
complementary pensons (in the private sector). At the same time an increase in the
caculation period from 10 to 25 years was introduced and reference wages were indexed on

very attractive taxing conditions have collected a significant part of savings (Masson, 1999; Cour des Comptes,
2000, p. 28).

70 social partners (in 1947 and 1961) decided to complement the CNAV basic pension (which amounts to a 50%
replacement of gross wages under aceiling - amonthly FF 14 470 in 1999). As these complementary regimes

have become compulsory for all employees, AGIRC, ARRCO and CNAV form a quasrintegrated system.

AGIRC caters for managers and executives.

1 For private sector employees, the system is two tiered (excluding a social assistance minimum pension). Non
civil servants in the public sector have their own complementary scheme, IRCANTEC (delivering an annual 5
billion francs pension bill altogether whereas AGIRC and ARRCO pensions amount to F. 180 hillion, Ralle,
1998, p. 182).

72 Since the 80's growth deficit has accounted for the growth of the GDP pensions' ratio.

73 Given that current pensioners have benefited from inflation in the 60s and 70s, and from deflation and high
interests rates on their savings in the 80's, wealth distribution is even more distorted than income distribution
according to age.

74 Not to mention avery generous use of early retirement schemes.

75 Taxable pensions for instance have been submitted to health contributions from 1983 on and to CSG since
1991. Pensions were subsequently re-evaluated according to inflation instead of wages and lost purchasing
power (adrop of 15.4% or 11.2% to the net wage - Dupont and Sterdyniak, 2000, p. 30).
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prices instead of wages. Following the reform, a third of employees had to postpone
retirement for two and a hdf years while seeing their pensions reduced by 5.9% (Rale, 1998,
p. 186).

Structurd  change dso extended to complementary régimes. In these, additiona
pensions are caculated according to the number of “points’ accumulated and not according to
the number of contributing years. The complementary pendon is thus a defined contribution
scheme, not a defined benefit one. From 1983 to 1997, taxable pensioners have lost 10.4% for
ARRCO and 14.4% for AGIRC vis-avis the net wages (Dupont and Sterdyniak, 2000, p. 31).
This relative loss of additiona pensons vaue may be consdered as “soft” adjustment of
these schemes to demographic and socio-economic pressures. But changes have been
negotiated from 1993 to 1996, which led to important modifications of the compromises
between social actors (apRoberts and Reynaud 1998, p. 59).

Socid partners agreed on substantial contributions increase (and reduced pensions) in
1993-94, depite difficulties raised by conflicting interests between smal employers and big
corporations, while banking inditutions were keen on paving the way for future pension
funds, meanwhile divison was adso encountered among trade unions (gpRoberts and
Reynaud, 1998, p. 57). New contracts were agreed in 1996 amed at baancing the régimes
accounts for the next ten years. Although in line with the existing tendency towards reducing
pensons, these agreements did not increase contributions. This bresk from previous practice
probably indicates that employers associaions and most trade unions were a the time
implicitly agreed on accepting the creation of penson funds. Indeed, the government passed a
bill a few months later through Parliament, later known as the Thomas Act. This Act dlowed
private sector employees to join penson funds under generous tax incentives for employees
and employers contributions. However the Thomas Act was never implemented, in the wake
of December 1995 socid movements and Juppé's falure. The entire trade union movement -
including the managers and executives union (CGC) - srongly opposed the lav mainly on
the ground that exemption of taxation on employers contributions jeopardised existing
compulsory complementary schemes. The new scheme being more subditutive  than
additional, left wing parties promised to scrap it if eected.

So far dructurd reform has thus only spared the "specid regimes' for public firms
employees since the Juppé Plan measures that applied to them were abandoned. There is little
doubt that aong with the SNCF's reform the intended raising of the number of years of
contribution on a par with private sector pensions caused Juppé€s electoral debacle. Specid
régimes participants enjoy favourable conditions in terms of replacement rates, cdculation
periods, penson indexation on wages’® and even retirement age (55 or even 50 years for some
categories of workers). Neverthedess some argue that these specia regimes conditions are not
0 rdatively privileged because of reference wages on which penson cdculation is made
exclude pay supplements (primes), and aso because specid regimes are exclusve from
complementary ones’’. This comparison is dl the more important that snce 1997 the new
socidig government has embarked on policy to egqudise pensons conditions in the public
and private sectors.

In 1999, the Jospin government crested a new reserve fund for the régime geénéral,
while commissioning three experts reports’. In March 2000, it issued clear orientations as to

76 paradoxically this latter disposition has proved |ess advantageous as public wages have lost purchasing power
in the 80s and 90s:. between 1987 and 1997, the mean loss was 0.4% a year (Dupont and Sterdyniak, 2000, p.

40).

77 These factors led to the creation of public employees mutual funding schemes (PREFON and CREF) which
constitute the only instance so far of French pension funds for employees enjoying tax deductions (they cover
400 000 contributors out of 5 million potential participants (Dupont and Sterdyniak, 2000, p. 43-44).

78 The Charpin Report, the Teulade Report and the Taddei Report.
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the necessty to abide by traditional pay-as-you-go principles. Penson funds were thus agan
put asde. The fird of the reports issued, the Charpin Report recommended a generd
extenson of the contribution period from 40 to 425 years, which encountered fierce trade-
union oppogtion. Nevertheess, current government reform projects envisage extending the
40 years period dready effective for private sector pensons to the public sector
(notwithstanding specid conditions for the specid regimes). Interestingly enough the reform
project sresses the importance of negotiating with socid partners while financia aspects are
rdively played down. A new Penson Council Conseil d orientation des retraites) was put
in charge of monitoring the negotiation process and proposing measures to guarantee the
systems coherence.

But on the whole, decisons have not yet been taken while the government seems to
postpone effective them for after the coming dection. Essentiad questions remain to be
addressed. Will the 1999 reserve fund's role be temporary or structurd? Will most trade
unions (except CFDT) gtick to their oppostion to the 40 years period?’® What is however
clear is that, contrary to the dtuaion in hedthcare, parties disagree as to what is to be
decided;, dso resstance remans srong agang the introduction of penson funds within the
French framework in spite of strong pressure from international organisations (OCDE, the
European Commisson) and the French business sector, now under the influence of the
insurance companies professond association (FFSA).

A large debate on the issue is currently going on. Media indstence on a o cdled
“demographic time bomb” and rdatively widespread support for the crestion of private,
voluntary pension funds have been unable to difle this debate. Issues at sake are of the sort
politicians may not handle with authoritarian manners. Moreover economic and politicd
arguments are not clear and remain amatter of controversa debate (cf. box).

Funding ver sus pay-as-you-go systems

Three main economic arguments are used to support the replacement of pay-as-you-go systems by
pension funds (Blanchet, 1998; Concialdi, 2000).

1/The demographic argument: pension funding is supposed to allow adjustment to the increasing costs
of an ageing population. However, just as pay-as-you-go schemes, funding schemes need additional resources
out of the current GDP inasmuch as life expectancy increases. The difference between both systems only relates
to the ways resources are allocated. Moreover, ageing is not the only socio-demographic problem.
Intergenerational transfers for the non active and transfers among the active population should also be taken into
account (Masson, 1999; Concialdi, 2000). This accounts for alternative measures of dependency ratios (as seen
in section 2).

2/The savings argument: capitalisation is deemed better because it increases savings and consequently
investments and stronger growth. This argument may have some consistency in the US context where saving
ratios for households are very low. However in the French case (as in Japan and continental Europe), saving
ratios are totally different. Moreover there is not shortage of capital, but a problem of assets allocation (Legros,
2000).

3/The rate of return argument: pensions funds would yield better returns. But capitalisation schemes
have short and middle term transitory costs that are not conpensated by long term gains. Moreover management
costs are much higher for pensions funds than for pay-as-you-go schemes. Finaly, if large capitalisation schemes
extend to all developed countries, rates of return will be lower and financia instability higher, both risks
incompatible with long term balance necessary to manage structural changesin the pension field.

79 The government is confronted with a contradiction between increasing this period and the actual labour
market developments where participation for the older groups has decreased dramatically, while at the same
time, the young have entered the labour market later and later (see section 2). Public service employees (mainly
in the public transportation sector) have gone on strike to ask for further lowering retirement age in order to hire
young people.




Efficiency arguments in favour of capitalisation schemes thus do not compensate for the risk of
structural change. Economic equity arguments clearly converge. Economic justifications have then given place
to moredirectly political arguments.

1/The growth argument: According to pension funds supporters, increasing social contributions’ burden
on production is unsustainable and it is necessary to rely more on voluntary savings. But the present distribution
of savingsis very unequal among employees. Universal access to pension funds would then only be attained by
making it compulsory, which would entail additional contributions (Balligand and de Foucault, 2000).

2/The leftist argument: trade unions would wield new powers as shareholders able to control firms
economic policies. On the contrary, recent research shows that experiments of pensions funds controlled by
trade-unions in the US invalidate this idea and demonstrate that the financial logic hold the sway over the labour
logic (O’ Sullivan, 2000; Pernot and Sauviat, 2000).

3/The nationalist argument: For France and other continental European countries, it would be necessary
to develop national pension funds to counter American and British funds' hegemony. However France, as most
other European Union member states harbours large trade balance surpluses and is exporting massive amounts of
capital towards other parts of the developed world. Here again the problem of assets’ allocation is not directly
related to pension funding.

As time passes and decisons are deayed, the financing requirements appear
secondary to politicd and socid judice stakes. Thus the financing problem with pensons is
not of the same nature as for hedthcare. There is no dgnificant supply Sde efficiency
problem despite the current debate on comparative rates of return. Two fundamental questions
remain presently openrended: (i) what share of nationa income is French society prepared to
alocate pensoners and what would a fair ratio be for pendons purchasing power as aganst
wages? (ii) Do politicd and/or economic reasons exist that would necesstate private financia
copitd entering the pendon sector, with the risks of finandad indability and inequdity?
Whereas the answer to the first question is ill a matter of debate, the answer to the second
hes clearly been negative so far. It seems therefore unlikey that private funding schemes will
develop on a large scde in France, a least for as long as present compulsory mainstream and
complementary regimes keep providing reasongble pensons on an “interprofessond”
solidarity base. It has been agued that reforms have dready sufficiently reduced pensions
levd so as to creste conditions for a future subgtitution of complementary schemes by pension
funds (Bonoli and Pdlier, 2000). On the other hand path dependency supporters have argued
that for mature systems such as the French, trangtion to funding schemes entall unbearable
trangtion costs (Myles and Pierson, 2000). Our postion is somehow in between. The French
sysem’s hybrid nature is open to severad long-term paths of evolution. Because of politica
obstacles the neo liberd project of replacing pay-asyowgo schemes by penson funds
administered by private insurance corporations is unlikely to succeed. However capitdisation
principles are not totaly dien to the French context as severd instances demondirate (existing
dbet magind public employees funds but dso large scde life-insurance saving funds
dready act as individud and voluntary complements to penson schemes, Masson, 2000).
Future political compromises between French paties will determine the eventud structure of
the penson mix, under pressure from busness and financid dites, internationa organisations
and cvil society. They probably will dlow for a limited development of funding schemes,
possibly as anew tier of schemeswithin co-ordinated policies a European levdl.




Section 4 — Unemployment and Family benefits. areas for targeting? the growing weight
of assistance

Targeting and universalism

Conventional wisdom generally opposes targeting versus universalism. However this opposition is not
so obvious. In a certain sense, welfare schemes are intrinsically selective because benefits are only available
when beneficiaries face actual risks: one hasto be sick, old, unemployed, etc., to be eligible to the corresponding
benefits. The only universalistic scheme would be a universal minimum income, which exists nowhere.

If poverty, for instance, is a socia risk, the right to be protected from poverty is universal, but to be
eligible one has to be effectively poor. Which entails that universality is not contradictory with selectivity or
targeting and that targeting benefits on the poor may be the outcome of a universal right. The universality
criterion concerns entitlements to benefits, not the benefits themselves.

However targeting may be opposed to universalism when it is based on conditions that only apply to
closed groups (symbolically stigmatised for social reasons), or targeted for other reasons (skin colour, disability,
residency, etc.).

It is therefore difficult to categorise welfare systems according to their targeting practice80.
Paradoxically targeting may correspond to extending universalism, as is the case when the richest are targeted
out. When flat rate family benefits for instance are not taxable, as has been the case in France, including them in
the tax base extends universalisation whereas exempting them from tax provides a targeted privilege at the top of
the income spectrum.

Rather than opposing targeting and universalism, it would then seem more adequate to contrast two
different universalisms: (i) the liberal conception where universalism implies flat rate benefits for al and
coexists with targeting on the poor; (ii) the ‘social-democratic’ conception where universalism alows for
modulating benefits for vertical redistribution purposes and incorporates targeting in the perspective of equality
of outcomes.

At first sght, “targeting” seems to have increased over the last 20 years in France in
two man directions namey family policy and unemployment benefits. Within the complex
aray of bendfits tha conditute family policies in France, an increasing proportion has tended
to focus on verticd redistribution — a phenomenon related to the declining influence of French
“family lobbies’; but, a the same time universdidic principles have not redly been
chdlenged, except for a short lived reform of child benefit in 1998. As for unemployment
insurance and assgance, we will explan why the sgnificant reduction of levels and duration
of benefits may not be regarded as drict “targeting”. In a period of mass unemployment, this
has resulted in the growing proportion of the unemployed being shifted over to assgtance
benefits, without ggnificant socid unrest — with the notable exception of the winter 1997-98
movement by the associations of unemployed. But before addressng these problems in more
detail, the proportion of benefits and expenditures served under income qualifications across
the entire spectrum of risks provide an overdl view of possble targeting tendencies. Table 13
shows this phenomenon has been limited in scope in recent years.

80 Programmes may target the rich (income-tests for high income). Thusit is difficult to characterise welfare
states as less universalistic in aggregating both types of targeting schemes. Banting (1997) does so when he
concludes that the Canadian welfare state is less universalistic than the US's. Nevertheless he acknowledges
Canada’ s better social protection as compared to the US (Simeon, Hoberg and Banting, 1997, p. 393).




Table 13 - Benefitsunder income conditions

% of expenditure and 1995 19% 1997 1998
benefits under income

conditions

Health 6.8 6.9 71 71
Old Age 37 35 33 31
Family and Maternity 39.9 405 40.3 40.8
Unemployment 75 7.6 82 85
Housing 100 100 100 100
Social exclusion/Poverty 99.9 99.9 99.9 9.9
ALL 134 133 136 137

Source: Solidarité et Santé, n°4, 1999

For the hedth risk drictly spesking, a “targeting” retio remains low: only allocation
d’ adulte handicapé (AAH) (a benefit for the disabled) is served under income conditions.
With respect to old age pensions, the ratio has long been decreasing because of the gradua
extenson of the socid insurance system. For unemployment, the proportion grew by one
point due to the increesing weight of the man assstance benefit (allocation de solidarité
spécifique, ASS, see further). Obvioudy “Housing’, “Family benefits’ and *“Socid
Excluson” are the main policy areas where benefits have concentrated on the poorest. We
will review them in more deals in the fdlowing sections. Minimum incomes (minima
sociaux) have been introduced successively in four stages (Barbier and Théret, 2000): (i) old
age minimum income and AAH before 1975; (ii) single parent and widowhood minimum
incomes in 1976 and 1980; (iii) the third generation of minimum incomes emerged in the
mass unemployment period [allocation d'insertion (Al) and allocation de solidarité
spécifique (ASS)] created in 1984; RMI (revenu minimum d'insertion) created in 1988 will be
extensvely reviewed in section 5.

4-1 - Family and Housing Benefits

France has had a wide-ranging sysem of family policies for a long time (Bahier,
1990). Some family benefits in the French context would not be consdered as such in other
nationd contexts. Because of inditutiond settings and the pivotd role played by Caisses
d allocations familiales (CAF), family polices in the French sense include programmes
focused on socid excluson and housing (Barbier and Théret, 2000). Housing berefits have
tended to play an increesang role in dleviaiing poverty and the number of beneficiaries have
increased sharply from the 1990's on (Barbier and Théret, 2000).

Family targeted programmes include: tax credits through “quotient familial”8l; quas-
universd provison of early education (écoles maternelles for children from 3 to 6); various
socid  security dlowances and  benfits, the départements generd socid assstance and
families assstance; and the municipdities’ childcare services and créches.

Traditiondigs have made much use of the fact that family policy in France has
become blurred because of its three concomitant objectives (the so-cdled “nadigic’ one
vertica redigribution; horizonta reditribution, envisaged as “compensation” for caring with
larger families for a given income levd). Initiating an obvious shift from the 70s, verticd
redigribution objectives became more prominent within family policy. This evolution is
obvioudy reaed to the declining adbet not disgppearing influence of “family lobbies’.

81 Taxable income is divided according to the number of units in the family, so as to result in tax reduction for
households with children. The reduction has however been gradually capped from the late 1980’s.
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“Socid” bendfits rather than drictly family benefits kept being introduced in this period
(benefits for widows, for the disabled, and other minima sociaux, mogst of them beng
administered by CAF). Most new benefits have been attributed under income conditions, and
some were differentid, like the single parent benefit introduced in 1976 @Allocation de parent
isolé, API). Extensve benefits for the disabled (the young and adults) were introduced from
1975. During the same period, income tested housing benefits were gradudly extended.

During a short period in the 1980s, family policy seemed to get back to its historical
natalistic objectives, providing more explicit supplements and advantages in the hope of
encouraging families having athird child. But that policy was short lived.

From 1981 on and till 1993, the focus was rather put on childcare services, for which
France occupies an intermediate pogtion in Europe. Benefits linked to labour market
gtuations were adso modified or introduced during this period. For ingtance, Allocation
parentale d éducation (APE), from 1985 provided for a replacement income for parents
(actudly, 90% women) that temporarily left employment to care for a third child a home
This benefit was attributed under strict work conditions (2 years in employment during the 30
months before the birth of the third child). The labour market worsening conditions of that
period were undoubtedly linked to the fact that the work condition was relaxed in 1986 (2 aut
of the 10 years before the birth).

With 1994 and a changing mgority in Parliament, innovations were limited, except for
APE where the child's rank was transformed into a second child condition; moreover, women
who kept a part time job aso became digible to APE. On the other hand, various measures
were taken to increase childcare support (tax credits, socid contributions exemptions for
childminders employed at home, and services in kind). Also linked to the developments on
the labour market and the very low activity rates among the young (see section 2) was the new
dress put upon the extenson of the age limit for children’s digibility, which was supposed to
gradudly increase from 18 to 22. Families with children up to 20 now are digible to child
bendfit82, irrespective of the dependent children's status (training, education) provided they
areinactivess,

For a very short period in 1998, child benefits were “income tested”. This resulted in
benefits cuts for a smdl number of richer families (351.000 families targeted in that year lost
thelr entittement, a proportion of 8% of dl child benefit camants). It was somehow piquant
to observe that the UK system retaned a universdigic principle whereas the French
government (temporarily) abandoned universal child benefit. However this measure, taken by
the new socidis adminidration, was consdered very unpopular and after a symbolic
“conférence de la famille’” in June 1998, universa child benefit was restored®4. Financidly,
the government preferred to cgp tax dlowances avalable to richer families (capping the
“quotient familial” credit for 400.000 more families among the richest).

Globdly, given the multiple objectives of family policdes which have been firmly
setled from the 70's on (namdy “natdism” gradudly shifting over to neutrdity vis a vis the
number of children; vertica; and horizontd redigtribution), the general picture has been one
of dability for the last twenty years, except for the growing importance taken by minima
sociaux and housing benefits and some contradictory but minor inflexions during the period.

Indeed, the verticd redigtribution dement has become more and more prominent. The
increased proportion of benefits served on income conditions Gous conditions de ressources)
is related to the increasing part played by minima sociaux. CNAF datistics from the last 20
years clearly show ther increesng weight. 60% of dl family benefits are income tested to

82 The limit wasfinally never raised to 22.

83 This is another instance of the various national approaches to the social construction of the youth problem.

84 Only families of two or more children are eligible to child benefit, on a universal basis. But poorer families
with one child have been entitled to child benefit for the last decades.
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day, whereas only 12% were in 1970. However, excluding minima sociaux (API, AAH and
RMI adminigtered by Family funds), the proportion has been stable a only 25% from 1973 to
1995 (Join Lambert and d., 1997, p. 553). We will return to the specific features of these
minima sociaux in section 5-2.

A cetan “nadigic’ orientation has perssted, mostly during the 70's and 80's, but it
should now be more regarded as rhetoric than substantives>. The specific French compromise
between actors in family policy matters should however not be underestimated, as the faled
attempt to tax family benefits in 1996 proved. Indeed, the reslience of didinctions among
judtifications for benefit programmes in terms of supporting families should not only be
regarded as symbolic. Testimonies of this are the specific characteridtics of the single parents
issue in France and the redigribution outcomes in terms of child poverty (see previous
sections).

Less important trends are dso to be observed in the childcare system, due to
dlowances and tax deductions given to richer families that are able to hire childminders a
home on a regular bass (these measures have explicitly been linked to ther potentid
employment impact in services). These progranmes have de facto targeted the rich but their
overdl impact in expenditure has been limited so far.

Although not pat of the Family Benefits sysem, a new assstance benefit (prestation
spécifique dépendance) has been added to cater for people over 60 in need of permanent care
when they loose physca andlor mental autonomy. This benefit, which took over from a
previous one, has been means-tested from its start in 1997. Contrary to the German example,
loss of autonomy for old people was not established as a new fully-fledged socid insurance
rnk. It weas ingdead incuded within the conditiona differentid assstance benefits
adminisered by départements Financid congraints have findly triumphed here and currently
only 120 000 beneficiaries are digible, assstance being provided them in kind ether & home
or ininditutions.

4-2 — Unemployment: benefits reduction and transfer from insurance to assistance

Conddering income replacement for the unemployed, the French sysem has
undergone a clear trend towards diversfication for the lagt 20 years. Strictly determined by
the emergence of mass unemployment, this process has aso contributed to a transformation of
the generad dructure of rights and obligations, which will be dedt with extensvely in section
4.

On the assistance side, from 1984, two benefits (minima sociaux) were introduced for
the registered unemployed with inadequate insurance qudification. ASS (allocation de
solidarité spécifique) has from then been served to the long-teem unemployed with no
insurance entittements |eft. Its conditions of digibility were redricted in 1992 and 1997.
These now not only include income-tests, but age limits and recipients must have contributed
a least five years out of ther lagt ten years of employments6. The number of recipients has
increesed nearly gxfold snce the beginning of the programme. Al (allocation d'insertion)
was aso introduced in 1984 for specific categories of job seekers with no entitlements (young

85 This aspect is purely rhetorical (political and ideological polarisation between the pros and cons). Economic
estimates show that no significant measurable impact has existed on fertility patternsfor the last 25 years.

86 The maximum amount in June 2000 was FF 2500, i.e. a little under half the full time minimum wage, SMIC
(FF 5440). The unemployed over 55 with 20 years of contributions or when they reach 57.5 and 10 years
contribution are entitled to a supplement. When over 55, recipients may be exempted of the actively seeking
clause.
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people, single mothers, refugees, recently freed prisoners, etc.). From 1992, this benefit was
cut for two important categories of individuas initidly digible under 25 young job seekers
and single mothers®?.

On the insurance®® side, the man innovations were introduced in the 90's
Unemployment insurance payments have been earnings rdated from the sart and submitted
to a caling. From 1992 and 1997, decreasing benefits were introduced after 6 months,
insurance benefits gradudly decreasing by the end of the entittement (from 21 months for the
under 50, those over 50 being entitled for longer periods under drict conditions). At the same
time digibility employment periods of contributions were increased. It is remarkable that
these retrenchments did not provoke any socid movements. The co-governing codition
between the unions and employers association was a that time transforming, CFDT
becoming business's privileged partner (see section 3).

During the same period income replacement levels of assstance as compared to
sandard insurance benefits was greatly reduced. Whereas in 1984, ASS and insurance
benefits were roughly equivaent, in 1997 ASS was inferior by 27% to the standard insurance
benefit (Danid and Tuchszirer, 1999). That makes for the firs prominent festure of the new
income replacement system: levels of incomes' replacement have widdly diversfied.

Moreover, the reform entaled adjusments dlowing for an increased linkage between
entittements and participation into specific programmes?®. The genera purpose of increasing
incentives to active job seeking and to “activating” expenditure has been present snce 1984
this trend a first encountered fierce oppostion from the trade unions which run the insurance
benefits fund jointly with employers associations on a paritarisme basis (seefirst section).

Consequently the diversfication of categories among the unemployed dso entalled a
divergfication of their obligations. The standard insurance recipient is entitted to a certain
percentage of higher previous earnings, as long as he is actively seeking a job; he (or she)
may keep part of higher benefit when he (or she) has a job paying less than ther previous
insurance entittement. Some  beneficiaries conditute a second category because they are
engaged in training activities while retaining ther benefit. In a third case, older recipients are
exempted from the actively seeking clause (de facto early retirees)90.

On the whole these reforms have resulted both in an increesng share of the
unemployed being catered for by the asssance sysem and an overdl decrease of the
proportion of the registered unemployed digible to insurance benefits, as is shown in table 14.
An exceptiond socid movement was darted a the end of 1997 by severad organizations of
the unemployed, which were protesting againg government's refusd to increese minimum
incomes.

87 Whereas nearly 214.000 claimed it in 1984, |ess than 15.000 do it now.

88 Comparatively speaking, the French unemployment insurance system was established only recently (1958).

89 At the time of writing (June 2000) a confrontation is opposing trade unions and employers’ associations over
the possible introduction of a new scheme where job seeking conditions would be enhanced for the job seekers.
Inspiration for this has been found in UK programmes.

90 There are around 250.000 such unemployed to day.



Table 14— Insurance and assistance (RM1 excepted) for the unemployed

Year Insurancerecipients | Assistance recipients | All recipients % of recipients/
(excluding RMI) all unemployed
registeredd1
1987 1416041 455 262 1871303 60.2
1992 1929830 371787 2301021 62.4
1997 1831200 492 500 2323700 535

Source: Dani€l et Tuchszirer, 1999.

During the same period the number of RMI recipients rose to just over 1 million in
2000 and the 1990's redrictions in unemployment benefits resulted in a transfer of ASS
recipients over to the generd assistance RMI (see next section).

On the whole, this is however not equivdent to a “targeting” process in the terms of
liberd wefare regimes. It rather amounts to a mix of socid insurance with a fragmentation of
categories and universd social democratic Beveridgean principles (see section 1). However
income replacement levels for a mgor pat of the unemployed are sgnificantly less generous
than in the Nordic sysems. This change, as in other countries, has been accompanied by an
increesng — however contained — dress being lad on “activaion” policies. At the time of
writing (June 2000), this subject is high on the agenda of socid partners negotiating new
contracts for unemployment insurance. Trade unions have solit again during the negotiation, a
provisona contract with the employers associations being agreed on only by CFDT and
CFTC. One of the main causes of disagreement isrelated to the French model of “activation”.

Section 5—A French Modd of Activation: a Citizenship Solidaristic Per spective

Reationships between the labour market and socia protection in France for the last 20
years have taken a more complex pattern than before. In a period of mass unemployment and
of scarce job cregtion, the traditiond unemployment insurance proved inadequate (see section
4). Innovations were necessty because an increasing proportion of the potentid active
population was underemployed and excluson increased dramaticaly. Revenu minimum
dinsertion (RMI), the main 1988 innovation eventudly emerged as a substitution benefit for
unemployment insurance and as the man minimum income. But concurrently, employment
policies and insertion programmes expanded throughout the 1980s and 1990s, during the
second period identified (1984-1993). Entirdy new developments have emerged during the
last period (from 1994): especidly a generd reduction of socia contributions to foster job
cregtion (for the low skilled and lower wages), but dso part time work subsdisation and the
fird geps of the implementation of working time reduction. From a comparative perspective,
these dements may be regarded as condtituting a French approach to activation, that in a way
is more Smilar to the Nordic countries modd than to “Anglo-Saxon” wefare to
work/workfare policies. This French modd demondrates its own way of implementing the
traditional obligation of “actively seeking a job” for assgance clamants deemed to be
“employable’. Benefits which, in internationd comparison terms would be conddered as
traditional Anglo-Saxon welfare do not fit into the same pattern (Barbier and Théret, 2000).

91 As calculated by Daniel and Tuchszirer (1999) the rate includes all the registered unemployed, including those
looking for a part time or fixed term contract. Using such standards (different from the ILO definition), 1.8
million unemployed are ineligible to unemployment benefits, strictly speaking. Many of them (the number is not
known) are RMI beneficiaries either as main beneficiaries or as someone from their households.
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This will be dressad before andysing both the innovations implemented in the French system
of socid protection, namey RMI with its associated “insertion” programmes and the new
contribution played by employment policies a the end of our second period (1983-1993) and
over to the current one. Developments in this section should be viewed in the context of the
poor job creation performance in France for the lagt 20 years (see section 2), a performance
that has only been reversed snce 1997. This is why we argued that one of the chalenges for
the French contemporary sysem of socia protection was more implementing “work to
welfare” drategies than “welfare to work” ones.

Actively seeking a job in the French context

As has been shown in section 3, when ddivered through the insurance system
(whether the dandard entittement or ASS) unemployment benefits are avallable provided
traditionad digibility conditions are met (availability, seeking work and being out of work)92.
To keep ther benefits entitlement 93, the registered unemployed are expected to comply with
paticipation in the various employment and training programmes offered by the Employment
Service. This gpplies for insurance and assgtance recipients with sufficient employment
background and contributions. On top of this, unemployment insurance benefits recipients
may, as has dready been sad, keep pat of their benefit when they find a job with a wage
differentid.

As for other benefits, clamants do not paticulaly “need” activation procedures,
because the mgjor part of the so-cdled “employable’ among them are dready in employment.
In the maindream assgtance sysem (aide sociale, whether aide sociale a I’enfance, aide
sociale aux personnes handicapées, or minimum vieillesse), the abosence of any linkage
between active job search and entitlements is obvious, notably because of the recipients age
or hedth conditions (Barbier and Théret, 2000). Minima sociaux damants, incduding RMI
beneficiaries, are neither compelled to seek work or to register with the Employment Service
as unemployed.

Allocation de parent isolé (API) caters for lone parents; they are under no obligation to
seek work. This benefit was created in 1976 as part of family policy and was consdered from
the sart as catering for provisond dtuations. lone parents are entitled to APl only as long as
their last born child resches the age of three Indeed, beneficiaries — an ovewhdming
mgority of women - actualy work (contrary to what happens in certain countries). While they
take jobs, the wages they earn are deducted from the APl benefit. For most of them, API
would then gppear, to use an English “equivdent”, as an “in-work” benefit. Sngle parents
present rates of activity are high (see section 2) and this is condgtent with the fact that the
French femae participation in the labour market has been one of high activity and mosly full-
time®4 for along time.

92 Conditions are lifted for beneficiaries aged 55 or 57 who may not seek work; the condition of being out of
work is lifted in certain cases when beneficiaries are employed for short spans of time (“ activités réduites’). In
universalistic termsthisis afunctional equivalent of British “in-work benefits’.

93 When compared with the very strict benefit regime in the UK for instance, the French is much less strict.
There are no targets in that domain; most leavers of the unemployment count do it from their own choice. The
monthly average of leavers for unknown reasons is much higher than the number of claimants sanctioned.

94 Notwithstanding the fact that part time jobs have been increasing steeply as a proportion of all jobs during the
1990's. The current proportion is17% of the active population (but more than 30% for women).
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Dissbled persons digible for AAH®S (allocation d adulte handicapé) are no likey
candidates to “wefare-to-work” either. Contrary to other countries (the UK96, the
Netherlands, for ingtance), a dgnificant proportion of them not only works in specid
ingitutions but aso teke standard jobs thanks to subsidisation (nearly 30% are active, see
section 2). Integration into jobs is regarded as a citizen's right for the disabled. Because of
ther suffering from disadvantages employers are legdly obliged to hire a cetain quota®” of
them for solidarity’ s sake.

For its part, RMI, as will be seen further, has had a dud nature from its start. A “socia
assigance’ programme, it is dso the only one where specid public funded activities
(insertion activities) are sysematicaly implemented to help beneficiaries take jobs or enter
training progranmes. All these activities are voluntary®® and access to insertion is legdly
entrenched as pat of the basc citizenship rights Employment schemes are dways wage-
based (ingtead of assstance-based) but most participants work part time and are among the
very low wage group (the working poor). However wage-based schemes imply that
participants have access to standard socia insurance rights.

RMI, “insertion” and “ social exclusion”

RMI%® has very quickly become an important component of the FSPS, embodying
Beveridgean tendencies towards universdigtic assstance. Because it is disconnected from
employment and the traditiona Bismarckian features of the system, it has introduced a change
in the philosophy of solidarity (Barbier and Théret, 2000). Moreover it gave birth to a new
type of insertion policies, and it is very decisvey linked to the emergence of “socid
exclusont90” (whether excluson from socid participation, citizenship, the labour market).

Attached to the benefit is RMI’s main innovation, a contrat d'insertion. This contract
is dgned both by the adminigrative body (commission locale d'insertion) and the clamant,
supposedly within a three months period after claming. Its describes a projet d’insertion
upon which both agree, i.e. a description of the type and scheduling of actions the recipient is
supposed to undertake with socid services support. Whilst the benefit is state funded, local
authorities (départements) are legdly obliged to fund ‘insertion” activities for a least 20% of
the benefits paid in ther resort. These activities encompass actions and schemes in the
domains of hedth, houdng, vaious forms of counsdling and “insertion professionnelle’
(employment and training activities).

95 All AAH beneficiaries are presently about 800,000 (eligible from 20 to 65). This is comparable to the number
of WAO recipients in the Netherlands, for a French active population of roughly 25 million. 600 000 AAH
beneficiaries are of working age. The activity rate of persons that declare being disabled is 54% (Brygoo et al.,
2000).

9 The number of recipients of long term sickness and disability benefits in the UK currently exceeds the
registered unemployed and some of them are considered as a potential target of Welfare to Work schemes. No
such situation exists in the French context. The Economist has estimated that 11% of the potential labour forcein
the Netherlands and 8% in the UK are disabled welfare recipients.

97 6% for firms with staff over 20.

98 The number of RMI recipients sanctioned for not complying with the "insertion” obligations has been
negligible, at least in European comparative terms.

99 RMI is a means-tested, differential, state funded (paid by Family funds) benefit. There are presently (2000)
more than 1 million claimants. The maximum benefit ranges from FF 2552 for a single person with no child to
FF 6636 for a couple with three children. The average monthly income of a RMI recipient was FF 4200 in 1995,
RMI accounting for 46% of the total and housing benefits for 18%. The number of beneficiaries has grown
dramatically since 1989 when it was only 407,000.

100 The notion of “social exclusion” is one of these vague notions widely used across European countries with
diverging meanings.
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Each society defines a particular vaue-loaded approach as to behaviours expected
from citizens to obtain ther way of living e@ther from the labour market or from benefits In
that perspective, one central opposition contrasts the French system from some others. In the
UK and the USA for ingtance, the stress has for long been put on a “punitive’ approach (King,
1995)101, |n the French context, this is not the case (Mord, 1996a; 1996b; 1998; Barbier,
1996, 1998)102, Society’s obligations include providing individuds with the necessary means
to become (and remain) “integrated” within society without either compeling them either to
be “available’ or to “actively seek work”.

This explans why a drict trandation of the term “insertion” into English is
impossble. The use of the teem “insertion” in French socid policy dates back to the late
1970s, but it took its present meaning from the late eighties. The dgnificant polysemy of the
term certainly reveals present contradictions within the FSSP. Insertion is a socid work
gphere targeted at the “socidly excluded” - not only those excluded from the labour market.
Integrated socid services that build on co-operation of various socid inditutions include
supporting clamants to gan access to ther full socid rights supporting their socidising
through hedth and housng, but aso counsdling, traning and employment schemes. Pat of
insertion may be employment-oriented (insertion professionnelle).

But more generdly, insertion aso refers to the complex mainsream socid process
eventudly leading all citizens to socid integration. It thus points to a universd citizenship's
right not specific to targeted programmes, as is explicitly stated in the 1988 RMI law10s,
However, actud RMI programnmes implementation reveds such shortcomings that the
universa citizenship eement often remainsineffective.

RMI and insertion provide a good example of the limits attached to applying a
universaistic perspective to wefare reform. Giddens (2000, p. 52) for instance dates that one
of the digtinctive features of the “new wefare state’ (or one of the “Third Way” requisites) is
the “no rights without responshilities’ principle. But as the French and the Scandinavian
cases demondrate, there are many ways of implementing such a perspective. Precisaly, when
the RMI hill was passed in 1988, controversy arose about whether the new benefit would be
subject to any counterpart from clamants. Belorgey (1996) judly argued that RMI was
eventudly indituted as an explicit right, universal rather than local, differential and
unconditional. However, in practice he is right to point to the exigting “ambiguous Stuation”,
where the bendfit is somehow in between a wholly unconditiona benefit and a benefit
dependent on the beneficiary’'s compliance with participation in “insertion” activities.
Notwithstanding ambiguity, snce 1988, roughly 50% of beneficiaries have congantly not
sgned any “contrat d’insertion” and on the other hand, only a very smal proportion (5 to
6%) have been sanctioned explicitly for not complying. Moreover, only a minority of
“contrats d'insertion” so far have had an ‘insertion professionnelle” content (i.e. a work or
training component). This underlines the fact that the French obligation sgnificantly differs
from an obligation in Giddens terms or in the terms of the 1996 US wdfare reform. It is
closer to amore “baanced” obligation in Danish terms (Jorgensen and d., 1998).

101 Wwhich is undoubtedly the case for the 1997-98 New Deal programme in the UK for the young: ministers
have extendedly stressed the fact that “thereis no fifth option” in the scheme.

102 The opposition should not however be overstated when effective implementation is considered: in the US
context, it was shown in the 1980’ s that there remained a “tension” between a “co-operative” approach aimed at
“employability” and a “punitive” one, where the intention is to lower the characteristics of “suitable”
employment (Rodgers, 1981, p. 12). The fact that the actual implementation of workfare schemes differ from the
normative ex-ante objectivesiswell documented (Anspach, 1996).

103 Article 2 of the law reads as follows: "Every person residing in France whose income (..) does not reach the
amount of the minimum income (..) and who is at least 25 or is in charge of one or several child(ren) (..) and who
accepts participation in the activities, determined with him/her, that are necessary for his’her social or
professional insertion, is entitled to the RMI" (1988, 1992 revised law).
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RMI's devdopments point to the blurring of frontiers between traditiond socid
policies and employment policies in France. Whereas the main socid problem in the seventies
was to goply specific techniques to limited margind groups and hdp integrate them, the
problem to day has rather been to tackle underemployment across a wide scope of the
population. To this task actors and inditutions like for ingance the public Employment
Service have proved a the same time inadequate and overloaded so far (Barbier, 1995). In the
present recovery period, RMI beneficiaries and the long-term unemployed’s numbers have
not declined as quickly as the rest of the unemployed. Indeed the number of RMI claimants
kept increasing in 1998 and 1999.

Through insertion policies (and despite a growing awareness of the gradud extenson
of a “working poor” component of the labour market) socid policy has retained specific
features in the “welfare to work” debate up to the present day. Policy has kept encouraging
“wage-based” schemes where dandard employee  entitlements  (including  unemployment
insurance) are provided rather than “second class’ assstance datus. The extenson of
“working poor” dtuaions has thus not been linked to lower wages or diminishing socid
rights but to the shorter hours of contracts for insertion or employment schemes. Public
employment schemes thus paradoxicdly have supported more flexibility at their participants
expense (Barbier and Nadd, 2000). Participation in these programmes has nevertheless
adways remaned voluntary whether in insertion programmes or in the mainstream labour
market programmes. Despite a rddivey high turnover of beneficiaies!o4, a ggnificant
proportion of the potentiadly active population fails to return to standard market jobs or
regular state employment and remain “stuck” on a “second labour market”. This population,
difficult to edimate, canot easly be diginguished from the dandard labour market
programmes participants of the last ten years.

The emergence and consolidation of a new sector of social policy: public employment
policies (PEPS)

Contrary to the US dtuation, France, as many Northern European countries has in fact
developed a broad array of specific labour market programmes during the last twenty years
(Barbier and Gautié, 1998). “Employment policies’l05 have gradudly catered for an
increesing proportion of the active populaion to around 9% (roughly 2 millions) presently106.
It amounted to an expenditure of more than 300 hillion francs in 1998 (as againg 10 hillion in
1973) (DARES, 1996). The corresponding GDP proportion has increased during the same
period from 09 to 3.9%. Progranmes have included traning for the young (notably
apprenticeship) and the unemployed, temporary public employment, subsidised private sector
employment and early retirement schemes.

These progranmes have dominantly been targeted to the unemployed (a proportion
superior to 10% of the active population for most of the last ten years, 12% in 1998, but less
than 10% at the end of 2000). Among them are the long term unemployed (30 to 40% of the
unemployed, i.e. roughly 0.9 million in 2000) and other disadvantaged groups (the young
with low qudifications, the disabled, for indance). For the least “employable’ priority target

104 For instance, a study of 1995 RMI recipients showed that if 70% of them had been claimants for one year,
one third of the 1995 claimants had left the rolls by the end of the year (CREDOC, 1996).

105 From an universalistic comparative point of view such policies would rank among “active labour market
policy”.

106 | ncluding participantsin the insertion professionnelle activities.



groups have remained rather sable for the last ten years or 0, notwithstanding a high
turnover of schemes.

During a first period (1975-1986), schemes were mainly supposed to cater for the firgt
effects of disgppearing full employment: the victims of retrenchments in restructuring
indudrid  sectors and firms, the young experiencing increesed difficulties during ther
trangtion from school to work, the long term unemployed. Early retirement programmes,
traning schemes, retraining programmes, job subsdisation and temporary public employment
(with an affirmative action focus) were launched on an extensve scde. A new employment
policy has thus sdtled on the fringes of the traditionad FSPS, which has resulted in a
condderable trandformation of the nature of public employment intervention, in a period of
growing orthodox fiscal and monetary policies (see section 1).

On the whole, labour market schemes implemented have manly conssted of five
types.

(1) Temporary public jobs (in public administrations and voluntary organisations);

(i) Training for the unemployed and the low skilled young;

(i) Targeted subsdised jobs (affirmative action) in the private sector;

(iv) Specific “insertion” activities (see above);

(v) Early retirement and other schemes that alow aged unemployed not to seek work
when remaining entitled to ASS benefits.

The main scheme in the firgt category has been the contrat emploi solidarité - CES
(inspired from Swedish programmes) and has been very typica of the new French PEPs in the
lagt fifteen years (first created as a training scheme in 1984, it was trandformed into a wage-
based contract in 1990). Its counterpart in the private sector, the CIE - contrat d'initiative
emploi - has aso been typicd of these affirmative action programmes targeting the long-term
unemployed (first creasted as CRE — contrat de retour a I’emploi, in 1989).

At the same time, socid policies have undergone other trandformations. Tentative
“politiques transversales’ and “politiques territoriales’ have been experimented, condsting
of integrated locd action combining employment and other socid intervention, with a
particular ingstence upon partnerships. These palicies (for ingtance, plans locaux d’insertion
économique) may have a thematic basis (politique de la ville, communa development) and
give birth to loca organisationa and political co-ordination while aso usng standard central
government schemes. The Employment Service has dso been involved in specific targeted
campaigns of action.

This policy has often been dismissed by its critics as “traitement social” (socid
treatment) and contrasted with an alternative “traitement économique” (economic treatment)
policy udng taxes and incentives However research has demondrated the dgnificant
contribution it made to containing unemployment levels and recyding a sgnificant number of
participants into regular jobs (DARES, 1996).

With hindgght, this evolution has resulted in the congdruction of what amounts to a
new “risk” area in French socid policy despite the fact that it is not generdly seen as directly
pertaining to socid protection. To a certain extent, this appears congstent with the framework
presented at the beginning of this paper. Whilst “activation” was sought for with “insertion”
on one dde, temporary jobs and training programmes were supposed to compensate for the
limited labour market peformance in terms of jobs creation. Both Beveridgean and
Bismarckian features have been a work here. Creating new intermediary satuses on the
fringes of the labour maket (temporary employment, training measures and subsidised
private sector jobs, but aso, and crucidly early retirement schemes) amounted to cresting
new categories of clients in the French traditional Bismarckian logic. But a the same time
RMI and insettion have introduced universdidic solidarigtic tendencies. Also typica of the
relaive incoherence in the FSPS has been the fact that a new socid policy sector (namely the
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PEPS) has been crested and adminisered dominantly outside union intervention and
paritarisme but aso until very recently a odds with the with the education and initid training
gysdem. At the same time, with generous early retirement schemes, this policy was able to
placate large corporations that organised continuous redundancies for the period.

Whilg undergoing this evolution the FSPS has retained some of its initid centrd
datis characterigics, and its “employer of the last resort” flavour that digtinguish it from
many other European Union member dates. Testimony of this are two current PEP
progranmes. the “Nouveaux services emplois jeunes’ (five years temporary public
employment for the young97 and working time reduction to a statutory weekly 35 hours.

Thus, “socid trestment” critics have findly not triumphed dtogether, despite the fact
that from 1986 onwards “economic treatment” has gradudly held sway. An incressng
amount of the budget has been devoted to reducing labour costs (indirect labour codts, taxes
and socid security contributions for employers). This reduction has been implemented
through diversfied measures, be it socid contributions bresks for part time contracts (which
resulted in part time employment increesing enormoudy from around 10% in 1990 to 17%
presently) or subddies for hiring low skilled people and the unemployed. Significantly
enough, working time reduction has been mixed with labour costs reduction. Employers that
have to comply with the 35 hours regulation a the same time become digible for additiond
subsidies and socid contributions bresks for wages under 1,8 SMIC (the minimum wage), a
very dgnificant subsdy indeed. Whereas such a policy is not targeted at individud contracts
for assgance recipients, it has undoubtedly influenced the genera functioning of the labour
market. The degree to which job creation has consequently been eased for those excluded
from the labour market is a matter of debate among experts (DARES, 1996) because of
important deadweight effects. Such a policy must of course be interpreted within the nationd
coherence of inditutions we previoudy referred to, and especidly the interreation with socid
protection funding principles (insurance contributions). Within the French system, no generd
mechanism of tax credits like the US EITC programme or the present tax credits in Britan
would be easlly accommodated.

* k%

Thus emerges a rather specific and to a certain extent contradictory French modd of
activation. It combines dements condgtent with an “employer of the last resort” orientation
and a the same time indirect intervention to enhance jobs flexibility and reduce the influence
of tradiiond Bismarckian dements - retrenchment of socid insurance principles for
unemployment benefits, solidarigtic assstance deveopments through RMI, which tentatively
attempt to enhance citizenship universa rights.

Concluding remarks (provisional)

Globdly the French sysem of socid protection has undergone numerous innovative
trandformations snce the eghties and the nineties. The very long lig of acronyms according
to which new schemes indruments, inditutions, financid mechaniams etc, ae named is
indructive in itsef. These new “inditutional forms’ dl petan to adgptations ether to

107 From December 1997, the government started this new programme aimed at creating 350.000 five years
public jobs for the young under 25 years; a small proportion of these is reserved for non-skilled youngsters and
the ones “ excluded” from the labour market.
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financid pressure or to labour market and demogrephic chdlenges. They result from a
process of trids and errors, from hedtations between conceptions of wefare, but aso
contingent socid congtructions by actors, since the end of the Fordist era. Most of these new
forms emerged in the early 90's after a succession of two contrasted periods. During the first
one traditiond expansonit socid policies were pursued from 1975 to 1983. Financid
retrenchment characterised the second one until the 1993 recesson. Structurd reform in
amogt every policy area has been on the agenda during the current period, which darted in
1993-94.

It is obvioudy too early to assess what the eventud outcome of orngoing reforms will
be, given that in many aress, crucid decisons or compromises are sill pending. Nevertheless
the genera trend seems clear. Rather than a radica shift in the traditiond French Bismarckian
model, what seems to emerge is a new Bismarckian/Beveridgean welfare mix. This particular
mix gppears as a logica extenson of a pattern present from the early stages of the system in
1945. Change is path-dependent but that path dependency does not prevent innovation in the
French hybrid sysem. Although Beveridgean principles have influenced these developments
cucidly, the outcome in tems of indituions and rules is cetanly not uniformly
Beveridgean. A tentative new dliance is building up between the traditiond paritariste spirit
and state dominated nationd solidarity.

If, as was noted in section 1, Beveridgean objectives were pursued with Bismarckian
means during the early stages of French socia security, the reverse might well be true to-day,
as Beveridgean instruments seem to be used for Bismarckian objectives. CSG, CMU, RMI,
and the new employment policies undoubtedly al participae in the sysem’s evolution
towards universdigic socid protection. But a the same time these dements reman
subsdiay within an overdl Bismarckian architecture. Hedthcare and penson reforms
demondrate its redlience. Sgnificant adjusments in family and housng benefits, poverty and
employment, result from adeptations to labour market developments but so far do not
dispense dtogether with the traditional wage/benefit reationship.

External influences have been important, but probably not decisive. However, in the context of
increasing influence deriving from European Union institutional building, national socia policies will certainly
turn up less independent. What remains to be seen is whether the present structural welfare mix will be able to
resist pressures from globalisation, which clearly favour socia protection liberal minimalist standards. All
continental systems face this question which points to stakes in terms of future welfare provision quality. Clearly

social actors’ democratic and trans-national mobilisation will be needed to allow ambitious collective socia
investment strategies.
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Figure 1: Social Benefits
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Figure 3: GNP Growth R#4%e (1990 Prices)
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Figure 4: UNEMPLOYMENT RATES
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Figure 5: Real Interest Rates and Public Deficit
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Figure 6: GNP PRICE INDEX
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Figure 7: DEGREEs OF ECONOMIC OPENING
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Figure 9: SOCIAL CONTRIBUTIONS

L66T

S66T

€66T

T66T

686T

1867

G86T

€86T

86T

66T

L/6T

S/6T

€/6T

T/6T

696T

L96T

S96T

€96T

T96T

6S6T

YEARS



Figure 10: BALANCE OF SOCIAL PROTECTION ACCOUNTS
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Figure 11: Pensions Share in Total Social Expenditure
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Figure 12 : Pensions' evolution
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