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Introduction:

In France, the fiscal system is complex and raegbmined from a gender perspective. As we shall
see, there are “feminist” debates on the individasibn of rights and on the importance of separate
taxation in order to encourage women to work, Imaytare not — or hardly — echoed in public
debate and are often the subject of legal and leggoal studies, but less so of economic and fiscal
ones (on the contrary, French fiscal experts gdlgedafend the existing system, namely indirect
gains for married and PACS couples (quotient conjugal) and family tax allowes (quotient
familial, for adults and dependent children), a8l e deductions (prélevements)...).

One of the French features is precisely mixingaiad family policies via the family tax allowances,
thus making the debate more complicated: althowglamsite taxation can obviously promote the
“second pay”, the principle of family tax allowalscenakes it possible to “protect big families”
(more than two children) who are poor (half ofriaie households do not pay income tax, notably
thanks to the family tax allowances). But whathis situation of mothers in this case? They are not
encouraged tax-wise to work when they have manigrem — on the contrary, they are more often
than not economically inactive.

In France, the system is individualised or not,ahejing on the nature of measures (unemployment
benefit, pensions, minimum social benefits, tarjifa benefits, etc.). Moreover, it seems coherent
to maintain a differentiated position dependingtio& nature of the allowance or tax, because their
impact on women's employment varies. Thus, wesed that maintaining reference to one's family
for certain social rights protects those women \ehgiation is very fragile.

In recent years there has been much discussion #imsocio-fiscal system. The aim is to make
work more attractive and discourage certain indigid from remaining economically inactive via
RMI (Revenu minimum d’insertion - Minimum Integrai Income) and API (Allocation de parent
isolé - Lone Parent's Allowarfde RSA (Revenu de solidarité active - Active Saligalncome),
which is a new measure applicable since spring 2808ue to meet this expectation. However, we
specified “certain individuals”, because the qumstiof integrating these beneficiaries in
employment is posed, but no one (or hardly anyama)lenges the disincentive for mothers to
work as a result of CLCA (Complément de libre chdiactivité - Supplement for Freedom of
Choice Concerning Economic Activity) (ex-APE, Alkion parentale d'éducation — Parental
Childcare Allowance).

Fundamentally, the issue is not only economic amantial. If the aim is gender equality at work
and outside work, then maintaining a situation whame protects “economically inactive mothers”
is perverse from a fiscal point of view, as it ke@pomen locked in a vicious circle. Only access to
the labour market in good conditions (which is self-evident) would enable them to get out of
this situation. Jobs guarantee financial indepecel@md would enable such women to leave behind
them the poverty and economic inactivity traps,alhive will describe. But it is also necessary for
the jobs to be of good quality and for the issuelufdcare to be tackled, which is often not the
case.

1 PACS: Pacte civil de solidarité (Civil Solidariact) is a civil contract by which two people, whahether of the

same sex or not — live in the same accommodatidroeganise their life together.
In previous reports, we used the following tratista Single Parent's Allowance
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Chapter 1. The national taxation system and its mai ‘gender effects’

1.1.The system of taxation in Frarice

A. The French tax system concerns income tax, which is collected by theeStand local taxes
(namely housing tax (taxe d’habitation) for tenaamsl/or additional property tax (impots fonciers)
for owners), which are collected by local authesti Local taxes vary greatly from one local
authority to another and are not examined in tort.

France is the only OECD country not to deduct inedax directly from pay, but the following year
(in three payments over the year or ten monthlyrgnts). Married/PACS couples are taxed jointly.
Different tax allowances and tax credits exist i@ocontributions and part of the C4G
occupational expenses (the actual amount or 10pawi). Moreoverfamily tax allowancesplay

an important role — they takes into account theitalaand family situation of each person: net
taxable income (of the lone person or couple) véddd into a certain number of tax units (parts):
two units for married/PACS couples; one for a Igmerson; an additional half-unit for each
dependent child, as well as a second additionalfanthe 3° and subsequent dependent children,
as well as for all children of lone parents.

Limits have been put on these family tax allowangesorder to reduce their inegalitarian
(advantageous) impact on big families (more thaon thildren) with high income - the tax
advantage is limited to €2,198 per half-unit (afetn the two units for a couple and one for a lone
person), except for the two first half-units awarder the first child of a lone parent (in whichsea
the gain is limited to €3,803).

Tax reductions exist for childcare expenses - 5Sfi%ctual expenses paid (after allowances and
employer contributions) with an upper limit of €a(Bper child (i.e. a maximum tax reduction of
€1,150 per child). Likewise, there is a tax reduttifor domestic jobs (concerning childcare,
housework, care for older people, and so forth)js B0% of expenses and was limited to €7,400
(i.,e. a maximum tax reduction of €3,700) until 20@Re upper limit is now €10,000 (i.e. a
maximum tax reduction of €5,000). For the registetésabled, the ceiling is €20,000 (i.e. a
maximum tax reduction of €10,000).

Since the 2007 Borloo plan, this tax reduction e&so be in the form of a tax credit for the many
households which do not pay taxes (i.e. 50% of défwnlds) — the previously indicated sums @re
thus awarded to the household a year after experelih the form of tax credit

Taxable income is gross income less the allowarreésrred to above (and net of social
contributions, but including 2.4% CSG and 0.5% CRDS

Changes introduced since 2007 have been incdgubiathe text in italics in boxes.

CSG: Contribution sociale généralisée (UniveBatial Security Contribution) exists since 1991sla tax that is
directly deducted from pay and amounts to 7.5% % Df gross pay (of which 5.1% is deductible freamatble
income).

CRDS: Contribution au remboursement de la detéte (Social Security Debt Reimbursement Contidm) was
introduced in 1997. Its rate is 0.5% of 97% of grpay and is totally part of taxable income.
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Table 1: Tax brackets in 2009

Fraction of taxable income for opRate (%)
tax unit used to calculate family tax
allowances

1% bracket Less than €5,852 0

2" bracket From €5,852 to €11,673 5.5

3 bracket From €1,673 to €25,926 14

4™ bracket From €25,926 to €69,505 30

5™ bracket Above €69,505 40

The 2007 tax reformconcerned 2 points: reduction from 7 to 5 taxckess and incorporation in
the brackets of a reduction of 20% for employeaksaif-employed who are members of approved
management centres — this also goes for pensiolme@ne tax brackets were simplified starting
with pay earned in 2006. According to the Ministééthe Economy and Finance, no tax payer has
lost out because of the changes to the tax ratésbeackets. The other major measure was the
creation of a “tax shield” (bouclier fiscal) fordbe paying very high taxes. All of their directdax
(not only on income, but also on assets/fortunelaca and property taxes) must no longer exceed
50% of income. From 2009 income (payable in 201®)yards, upper limits will be put on tax
loopholes that make it possible to pay less tax.

Following the economic and social crisis that wesdndbeen experiencing since the end of 2008
(and major social mobilisation in January 2009)etlyovernment has launched new social
measures. There was talk of abolishing the secarndtacket. In the end — without changing the
system — the two remaining tax payments (of theethormally paid) for income received in 2008
will be cancelled for households in the secondhiacket (i.e. for taxable income between €5,852
and €11,673 per unit used to calculate family tdrveances). A tax credit measure will also |be
introduced in order to avoid any threshold impaat households whose income is slightly abpve
the limits of the second tax bracket.

B. Unemployment benefits have been reformed many times. The principle isptovide
replacement income for people who have lost tlodir There are 5 criteria:
- Not to have resigned or else to have fulfilled dfigation to seek employment during 4
months after resignation;
- Sign on at the ASSEDIC (now called Péle Emploi);
- Actively seek employment;
- Physically apt for work;
- Under 60 unless one does not have the 160 quareriiributions entitling one to a full
pension;
- Resident in France or a French overseas department.

Until 2009 (OECD report): employees who were invoauily deprived of employment had to have
contributed at least 6 months in the previous 22t (since 2003). The ARE (Allocation d’aide
au retour a I'emploi — Return to Employment Allowai corresponds to a certain percentage of the
SJR (Salaire journalier de référence - daily pasetérence).

The calculation of the benefit is very complicatids linked to the pay of reference and, gengrall
speaking, for most jobseekers amounts to 57.4%axsgSJR. But, the OECD report explains that
one can in fact identify different stages and beasKas follows).

®  These brackets were adjusted in 2008 (data pedwiy ourselves)
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Table 2: Amount of unemployment benefit

Monthly gross pay Gross benefit

Under €1,040.40 75% of gross pay

Between €1,040.40 and €1,139.85 €26.01 per o%yl(ty 2004)

Between €1,139.85 and €1,881.18 40.4% of the SER)66 (T July 2004)
Between €1,881.18 and €11,092 57.4% of the SJR

Source: OCDE 2007

Moreover, the duration of benefits varies dependinghe length of time spent in employment and
the benefit is not available to young people wheojabseekers for the first time.

- At the end of 2008, a new intersectoral agreemead gigned (only by one trade unipn
confederation, the CFDT), but is due to be takemaard by the government, even though it
was signed by a minority of unions. It simplifiee system: the duration of benefits will be
the same as the length of time during which couatrdms were paid (up to a maximum of 24
months, except for older people for whom the maxirduration will be 36 months). This
should make it possible to extend (by about a mdh@hduration of benefits for a million
job seekers. Moreover, the minimum length of seridganow 4 months during the previgus
28 months instead of 6 of the previous 22 monttiss—should open rights to 150,000 new
jobseekers (i.e. only 10% of job seekers withonehts, of whom there are 1.5 million).|A
criticism is that this right is available only oneeif jobseekers lose their job a second time,
it reverts to the original system of 6 months. ideo to pay for these changes, 400,000 new
unemployed will have lower benefits.

- In its February 2009 social announcements, the gowent envisages cover for first-time
jobseekers who do not have the right to minimunmakbenefits or unemployment benefit,
namely a flat-rate sum of €500 will be awarded I8 months from April or May 2009 for
jobseekers who have worked for between 2 and 4hsont

D. Social assistance: RMI — the allowance called Minimum Integration Incomeswaeated in
1989. It is means-tested and awarded to jobseellecs whose benefits (including the solidarity
scheme) have come to an end. It is also awardpddple who are excluded from the labour market
and who are finding it difficult to access it andf@ave health problems. The aim is to enable them
to reintegrate the labour market. Onpgople over 25are entitled to it (unless they have a
dependent child). It is a differential allowanceg.ithe size of the allowance is equal to the
difference between any income received (family iesy@ncome from part-time economic activity
and housing benefit) and the monthly maximum RNbdvaance.This allowance is dependent on
one's family situation: it varies according to the income and family aiton of the household to
which the individual belongs.



Table 3: RMI scales (1 January 2009)

o 2009 Rate Incl. Housing
Family situation payment
(Euros)
(Euros)
lone person 454,63 54,56
lone person + 1 child 681,95 109,11

lone person + 2 children 818,33 135,03
lone person + 3 children 1000,18 135,03
lone person + 4 children 1182,03 135,03

Per additional child 181,85

Couple 681,95 109,11
Couple + 1 child 818,33 135,03
Couple + 2 children 954,72 135,03
Couple + 3 children 1136,57 135,03
Couple + 4 children 1318,42 135,03
Per additional person 181,85

In 2009, the RMI is going to be incorporated in BR8A (see below)

E. Family benefits

- Family allowances: their size depends on the number of children &ed tage — there is no
benefit for the first child, nor for children whaave had their 20 birthday. On 31/12/08, it is
€124.54 per month for 2 children; €282,70 per madoth3 children; €443,60 per month for 4
children and €159,57 per month for each additiarmélld. An extra €60,16 per month is paid for
children over 14 (if they were born after 1997)cent if there are only 2 dependent children (the
oldest does not benefit from it]his allowance is not means-tested it is available for all
households regardless of their financial situation.

There are also other family benefits included ie BAJE (Prestation d'accueil du jeune enfant -
Integrated Childcare Allowance):

- Birth bonus (€800) and means-testédsic allowance(€160), which is awarded until the child's
third birthday. The income ceiling was raised, tleasbling 15% more families to receive it. The
typical profile of those receiving it is dual-eargicouples with income close to average pay.

- Supplement for freedom of choice concerning econoc activity (CLCA) is available for the
first child for the “parent”, who stops working férmonths, or for the second child with the same
conditions as for the previously existing APE (dgra period of 3 years) (an allowance of €552,38
in 2009; €419,83 for part-time economic activityualjto or less than half-time; and €317,48 for
half-time and 80% time.

- New optional supplement for freedom of choice ca@rning economic activity for a year and
for a bigger allowance (€750) for a third child 2005).

- Help with childcare - Childcare supplement (CMG: Complément mode de garde for up to
the age of 6 years for the low and average pai@NRCs), the cost of care in a créche, by a
childminder or own-home care is reduced.

- Financial help exists in the form tdx credits and reductionsfor recruiting family assistants
(see point A of the fiscal system).

F. Social Security contributions

Employee social security contributions are gengradliculated on the basis of a monthly upper
limit: in 2009 it is €2,859 per month (€34,308 jp@num). The rates vary depending on the type of
coverage: pensions — 6.65% of pay up to the upmet; Wwidow(er)'s pension: 0.10% of total pay;
sickness and maternity: 0.75% of total pay; unegmknt: 2.4% of pay up to 4 times the upper
limit. Overall, the rate of employee social segudontributions varies as a percentage of gross pay
from 20.9% for the low paid and goes down slighty20.79% for those on 208% of the SMIC
(Math, Meilland, Simula, 2006).



G Housing benefits

There are three kinds of housing benefits: APL @Akrsonnalisée au logement — Personalised
Housing Aid), family housing allowance and socialiking allowances. These benefits are means-
tested and also depend on where one lives, thergmobuent paid and one's family situation. They
are thus calculated for each applicant and ceilagyg in line with these parameters.

H. In work benefit : PPE: (Prime pour I'emploi -Employment Tax Credit ) was introduced in
2001. It aims at helping the economically activeovelne on low pay via a tax credit (or reduction),
in order to encourage them to stay in, or incredsgr economic activity. In 2006, it concerned
those with annual income net of social contribugidlom economic activity between €2,695 and
€26,231. The credit is calculated using severgestafirstly, a sum is calculated for each person i
line with their own income; then the income of atheembers of the household is added. The sum
may then be increased (for dependent children only one parent is economically active). The
credit is only awarded if the family's fiscal incerof reference does not exceed the following upper
limits (in 2009): €16,251 for a lone person, €24,90r a lone parent family with 2 children,
€32,498 for a (married or PACS) couple without dteh and €40,945 for a couple with 2 children.
PPE was considered to be too low and was increas2@07 — the maximum amount is now €948
(compared with €714 in 2006).

PPE is thus based on individuals' income, buty#aktes account of their family situation.

|. Others relevant components

Lone parent benefits

APl is awarded to lone parents (lone pregnant worwere parents bringing up at least one child
under 3 and awarded until the child'§ Birthday; separated and divorced parents bringipg
children whatever their age receive it for one year

The guaranteed upper limit in 2009 is €583,80 ftoree pregnant woman and €778,40 for a person
with a dependent child plus €194,60 per additioctaild. API is the difference between this
guaranteed upper limit and the resources of theopeconcerned (family and housing benefits,
etc.).

As far as RMI and API are concerned, a new incentheasure was introduced in 2006, which
makes it possible to combine these minimum bengfite pay if one takes employment for a
period of 12 months (full combination for the fi&tmonths, and then on a digressive basis). We
will not go into more detail on this, as in 200MIRand AP1 will be incorporated in RSA.



RSA: transformation of RMI and API in 2009

RSA (Revenu de solidarité active - Active Soligdntcome), which has already been introdu
experimentally in some regionsill be generalised in July 2009. It is an allowance that aims bof
at replacing existing minimum social benefits (saththe RMI and API) and at supplement
measures for encouraging return to employment (agihe PRE: Prime de retour a I'emplo
Bonus for Returning to Employment, and PPE). RSwismum income for people who do 1
work and additional income for those who workslthus a 'mixed' instrument, which puts an

to divisions between measures and gets rid of gaggem.

A person, who has no income from work, will corditmireceive the equivalent of RMI. This is f
rate RSA, because there is no other income. Peagheow income from work — whether they h
RMI before or not — will also benefit from RSAaasaddition to their income, which is on a slidi
scale and gets smaller as their income from wodkeases. The amount that is given via RS
calculated to represent up to 60% to 70% of addaiancome (i.e. up to a total of 1.04 times gr
SMIC, which is currently €1,374).

For example, if a person earns €500 (part-time wpakd at the level of the hourly SMIC), th
RSA guarantees an income of about €800 (i.e. 70%e0€£500 on top of the minimum safety
(€450)). If this person does not receive any otleawance (except for housing allowance),
amount of RSA provided will be €300 per month/Hé seceives other allowances (such as far
allowances and so forth), the amount of RSA wilihegedifference between €300 and the amou
the allowances. In order to be fair, the amount of RSA given, takes into account the family
situation and all the income of the family.
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Grid A The national tax-benefit system, 2007/2008

Main changes in 2008 (if no

FRANCE Description based on OECD-EU country file
change, leave blank)
The French tax system is the only one to be applitnt being paid (and not at source).Various measures are in the cours
It is based on a joint household declaration anghrs of family policy via a system of | of being adopted: a “tax shield” fg
Income Tax family tax allowances — it is a progressive systamgh income brackets are taxed morethose with highest incomes and

[Tax credits]

while 50% of households, who are the poorest,at@ay income tax (apart from
CSG)). Families contribute to horizontal rediattibn (between lone people and
families) but play a more negative role verticdtigh big families — with more than twa
children — benefit from the family tax allowancessthich an upper limit has however
been introduced).

property/assets (50% maximum
taxation); and a reduction of tax o
2008 income has just been adopte
for incomes that are low but
taxable.
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Unemployment
Benefits

Unemployment benefits have undergone many refofims.most recent, which has jus
been adopted (without trade union unanimity), pitesifor opening the right to
unemployment benefit after 4 months of economiwviigtduring the previous 28
months (instead of 6 months during the previoumdaths); duration of benefits is au
pro rata of the duration of economic activity (opatmaximum of 24 months).

tNew measures concerning insecuy
jobseekers (who have only worke
a little) are envisaged (€ 500 per
month for 2 to 4 months economig
activity, ongoing discussions on
benefit for first-time jobseekers.
But implementation of the principle
of “reasonable job offer” (gradual
loss of benefits if refusal to take
jobs).

|

1%

Social Assistance

RMI enables people who have exhausted their rightgho are excluded from the
labour market to “survive” with allowances linkealtheir family situation - €450 for a
lone person, €681 for a couple; €818 for a lonemawith 2 children; €954 for a couplg
with 2 children. There is an incentive system airaedncouraging people to return to
economic activity by enabling them to combine RMd g@ay during a period of time.

RMl is going to be merged in RSA
this year (see last point) in order t
2encourage return to employment.

|®)

Family Benefits -
Working Family Tax
credits

Family allowances are not means-tested. Nothingrerchild, €124 for 2 children and
about €160 per additional child. Other measuresHddren exist, namely a means-
tested birth bonus, help with childcare and, alailyeCLCA of about €550 for looking
after two children involving a break in economitiaty for 3 years.

Reform of CLCA has been
announced (reduced duration
without compensation).

Social security
contributions

Employee social security contributions a about 2960 the Social Security upper lim
of (€2,859)
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Housing benefits

Housing benefits are means-tested and vary acaptdirent, income and family
situation.

In Work Benefits

PPE aims at encouraging the low paid to work rétien remain economically inactive
via a tax credit (maximum of about €990). Its siepends on individuals' pay, but alsc

takes into account the family situation.

Other relevant

APl makes it possible for lone parents (mainly wajrte have income during 1 or 3

years. The maximum amount is €778 for one childd €194 for each additional child)|

An incentive system aims at making return to ecaona@utivity easier with the
possibility of combining API and new pay.

APl is merged in RSA.

RSA is minimum income for peopl
who do not work and additional
income for those who work. It is
thus a 'mixed' instrument, which

components
puts an end to divisions between
measures and gets rid of gaps in
them
IT Income Tax - Tax credits SC Social security contributions
UB  Unemployment Insurance HB Rent assistance
SA  Income Support IW In Work Benefits

FB  Family Benefits + Working Family Tax credits



1.2 Gender effects/biases

1.2.1 the income tax systems (including tax credits)

Joint taxation of couples in France has often teddbate, research and even proposals with a view
to replacing it by separate taxation of each parthleis idea of individualising taxes is part of a
broader debate on individualising social rightstaBaxically — and as far as we are aware — this
approach is supported more by legal experts, sugigis and feminists, but few economists and tax
experts. The initial idea is simple and involvelingid economic calculation: when pay is pooled,
taxation is generally higher for the “second patyiere is a higher marginal tax rate, which is a
disincentive for women's work (secondary pay). Heeve this is not totally proven by
econometrics and simulations (see below).

Firstly, the debate is not always about women'sleynpent, but rather about the interest in “getting
married or signing PACS = joint taxation” versusotngetting married (i.e. living together as
common law husband and wife) = separate taxatMaimen's work is only studied marginally, as a
possible result. These studies do not seem to itakeaccount the fact that women's work is
jeopardised; they approach the issue only from pbmt of view of the economic interest of
marriage for dual-earning couples. This is the azs€olin (2006) and Amar, Guerin, 2007. But
Echevin (2003) made the link between the tax isted marriage/PACS and the supply of
married/PACS women's work. According to Amar, Gné007), the French system of “quotient
conjugal” generally benefits married/PACS couplethe gain related to joint taxation is greater
when the pay gap within the couple is bigger. tiidtl be noted that only tax calculations exclude
common law husbands and wives from joint calcuteticAll minimum social benefits take into
account the family situation and the fact of livitmgether — whether married, with PACS or as
common law partners - is the crucial one (what ieamto be done is to identify “true” lone people
from “false” ones). When comparing joint and sepataxation, one observes the complexity of the
results obtained.

The impact of joint taxation on couples withoutatan

The gain for married/PACS couples is a result & tax system, which awards 2 tax units to
couples (and only one to lone people), whereas wvell-known that couples share expenses
(regarding housing and so forth) and make econoofigsale. Lone people should count for 1.33
(unit of consumption used by Insee and the OECDusT if members of a couple earn as much
(and both work), they would each pay the same taa #one person (whereas their standard of
living is higher). “Howevera couple without children - one of whom is economédly inactive
and the other declares annual pay of €25,000 (2.2Vi8) - pays €800 tax if they are
married/PACS and €2,418 if they are common law husind and wife” (Amar et ali, 2007). The
couple's gain is greater, the bigger the incomew#lpin the coupleln other words, a couple,
which is composed of a woman who is totally “idleand married to a CEO, gains significantly.

- But this impact is limited by certain measurastax reduction (décote)applies to those
who should pay under €786 of tax. It applies tottital tax of the household (not per tax
unit) - family tax allowances are thus reducedth& low paid — common law couples (with
separate taxation) benefit from two “décotes” iéythearn little. If we go back to the
previous example - namely couples with an annuedrite of €25,000, (supposing, this
time, that each partner earns €12,500) — withoait‘décote”, all couples pay €800 tax, i.e.
€400 each (whether married or not). With the “détateparate taxation reduces the tax of
each person to €207 (i.e. €414 for the common laupke) instead of €800 in cases of joint
taxation (there is no “décote” because the coufdeation exceeds €786).

In other words, joint taxation benefits coupleshwiiig income gaps (especially when “one”

partner earns double the other and in cases diesgagning couples); this taxation is neutral for

couples earning the same amount (and much); itlidisdages, and then becomes negative, for

" This study uses the tax model of microsimulatisad by Dress and Insee (survey of tax revenue).



couples, who earn less: annual income of €10,0@MIC) to €15,000 for the former and from
€10,000 to €30,000 for the latter.

Likewise, we will see below that PPE reinforces thhenomenon and makes joint taxation less
beneficial for the poorest people.

The impact of joint taxation on couples with chelalr

The presence of children makes the situation evere momplex. Separate taxation of common law
husbands and wives enables them to distribute ttax¥nits per child between them (in whichever
way is most advantageous tax-wise to each of tivelmeh making their tax returns. This is not the
case for joint taxation. The penalty of marriagell$A(joint tax declaration) increases with children.
The only case referred to by the authors where mied&PACS couple with 2 children benefits is

the zone where one partner declares less than@1ar@l the other declares more than €15,000.

What is the reality of this simulation?

In order to understand the impact of the above,dats necessary to know what is the real
distribution of couples in relation to their incoma fact, we know that endogamy is great and
therefore one can question whether cases of higlyaas within couples are significant. There are
few studies of the distribution of pay within coegl It is estimated that in 75% of dual-earning
couples (and in 70% of dual-earning couples wheté partners work full-time), men earn more
than women. Men's income is higher in 86% of casbgre women work part-time or are
economically inactive (taking into account all smes of income, including transfers). It should be
recalled that 23% of couples are single-earning 0568% of couples are dual-earning and 24% are
retired. Finally, in 51% of couples, men earn astdwice as much as women.

In conclusionfor more than half of all couples, joint taxation 5 advantageous (and even more
so, the higher their income); for 24% of couples teation is identical in both cases (especially
for poor households in the first fifth who do not @y tax). Finally, about 23% of couples lose
out because of joint taxation (especially those anodest incomes).

For 30% of couples with children, separate taxatfomore advantageous, but this is not the case
from the & child onwards, as in this case 40% of couples balye one earning partner and 20%
are dual-earning with one of the partners (the wgmarking part-time.

Joint taxation is generally advantageous for coupkewith one earning partner (75% of them
pay less tax); the same goes for couples in whidietwoman works part-time. Moreover, more
than 88% of couples with one earning partner recei® more PPE.

1.2.2 unemployment benefits and assistafisdar as we know, there is no gender impact aiggr
unemployment benefits, as the system is completelividualised. They are linked to pay and
previous length of service and thus structurallydewomen receive benefits and their benefits are
lower (it is estimated that about 40% of women reedoenefits, compared with 50% of men).
Moreover, women tend to become discouraged moen aihd leave the labour market. Finally,
new conditions regarding “reasonable job offers kkely to penalise mothers more, who are not
always immediately available for work if there are childcare facilities. RMI, which takes into
account family situations, can be an economic ingttrap for “second” family members of poor
households, because low paid work is not very ttra

1.2.3 Family benefits/tax credits

Family allowances (allocations familiales) are adeat to all parents — there is no gender
difference. However, PAJE — and more precisely CLCéreate indirect discrimination against

women. In 98% of cases, it is taken by mothers fertittan 600,000 beneficiaries have “chosen” to
withdraw from the labour market for 3 years for €5%r month. We know that the great majority
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of them are unemployed women or in insecure siuati It is difficult for them to return to
employment. For these women (who most often ashant part-time jobs), this benefit represents a
“real” disincentive for working (see below).

1.2.4 Social security contributions;
No gender impact.

1.2.5 Housing benefits;
No gender impact.

1.2.6 In work benefits;

RSA is going to come into force and, despite a feactions, no gendered analysis has been made
of this measure that is likely to discriminate aghiwomen, who are especially concerned by this
reform of minimum social benefits on several grai(gke 3.3):

- Because they are over-represented in imposed ipatjobs with insecure contracts and in
personal service jobs with few qualifications andhwno real occupational recognition.
These jobs are precisely those which lead to wgrkoor. RSA will certainly provide
monetary support for women in such jobs, but iredain way will also lead to making this
form of employment normal. In other words, does R8A reinforce the risk of new types
of “poverty traps” for women?

- Moreover, women constitute the great majority of ABneficiaries and are thus the first to
be concerned. But will they be able to work (agaimdl thus benefit from RSA if this reform
is not accompanied by a huge effort regarding chile?

- Finally, women are also concerned because RSArisasure that partly takes into account
one's family situation. This is likely to discoueaggomen in couples from working as their
family then runs the risk of losing eligibility faRSA.

1.3 Impact of taxation on gendered patterns of employment and unemployment

(1) gender differences in tax compliance;
In point 1.1.2, we have seen that the French fisgslem of joint taxation is favourable to single-
earning couples, thus confirming the hypothesis jthat taxation disadvantages the second earner
(the great majority of whom are women). These womrenthus not encouraged from a tax point of
view to work (or marry).

But this issue is very controversial in France, anceconomist even used the following title for an
article “Against individualisation of rights”. The author, Sterdyniak (2004), refused to comiiio
favour of the feminist approach (which defends ¢étenomic independence of women) or neo-
classical analysis, which is based on the hypathafsa financial and fiscal incentive for women's
employment. Sterdyniak studies the economic impacteturning to employment for the second
member of the couple according to the type of &txrn. When women take employment paid at
the level of the SMIC, the gain is small if sheaisne or with a husband who does not work,
because the couple loses social benefits (RMI auihg benefits). From the moment that their
partner earns the SMIC, it is of greater interestfomen to work, except — in the current system —
when the men earn a lot. Separate taxation iscttteafor all couples who pay tax and earn more
than the SMIC, but not less. Separate taxation dushave an impact in cases, where the
disincentives for women to work are greatest (hbakks that do not pay tax).
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Table 4: Gain when women return to employment paicht the level of the SMIC depending on the fiscal syem
Current system Separate taxation

lone women

Without children 413€* 413€*

2 children 541€* 541€*

In couple without children

Husband on RMI 294€* 294€*

Husband earns the SMIC 753€ 822€

Husband earns average pay 778€ 937€

Husband earns twice average pay| 712€ 937€

Husband earns 5 times average pay 616€ 937€

In couple with 2 children

Husband on RMI 259€* 259€*

Husband earns the SMIC 663€* 666€*

Husband earns average pay 836€ 937€

Husband earns twice average pay 774€ 937€

Husband earns 5 times average pay 651€ 937€

* Household does not pay tax
Source: Sterdyniak, 2004

However, according to Sterdyniak, separate taxatimgibles women who return to employment to
earn moreput households where only one person is economilgalctive are taxed more “Let

us consider a couple in which the man earns twiegage pay. If his spouse does not work,
monthly tax paid by the couple is €329. If she vgodnd earns the SMIC, their tax increases to
€486. With separate taxation, monthly tax paidh®/d¢ouple would be €586 in both cases. Separate
taxation of course increases earnings, but slighityeases taxation of dual-earning couples (by
€100 per month) and greatly increases that of @suwhere only one person is economically active
(by €257 per month). And the latter clearly hasowdr standard of livinglndividualisation
reduces the redistribution of the fiscal systefh Moreover, this system would involve abolishing
family tax allowances, which — in the author's viewenefits poorest big families. This position is
worthy of discussion.

The viewpoint of Echevin (2003) is somewhat différdoecause he recognises a positive impact on
employment: “joint taxation modifies marginal incertax rates downwards for the partner of the
couple who brings most resources, and upwardshiorother one. By encouraging marriage, the
“quotient conjugal” thus encourages a certain fayfndivision of labour”. In other words, it
encourages shorter working duration or economictivity of married/PACS women. This author's
approach is based on a model of micro-simulationgus00,000 income tax returns and surveys on
2002 tax income, in which he incorporated a payadqn and a participation equation for all
women who are old enough to work. Individualisatidriax would have globally negative financial
impact for couples (especially those in which oohe person is economically active) in terms of
income (an average loss of €225), but would neetis have a slightly positive impact on the
supply of married/PACS women's workGiven the resulting drop in the marginal tax rates
within couples, such a reform would increase the ta of women's participation by 0.6
percentage point leading to almost 80,000 jobs (ia situation without constraints on labour
demand ...J. The following table shows that the impact on wenis employment is greater for the
higher deciles (a 1.4 percentage point increasthéolast decile).
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Table 5: married/PACS women's estimated economic #eity rate before and after a reform (on tax
individualisation)

Decile of standard qfEstimated economicEstimated economicVariation of theg Increase in women|s

living activity rate before aactivity rate after aeconomic  activity participation
reform reform rate

1 41,4% 41,4% 0 +234

2 47,3% 47 ,5% +0,1% +1 630

3 55,7% 56,1% +0,4% +4 538

4 64,3% 65% +0,7% +7 334

5 72,1% 72,7% +0,5% +6 144

6 79,3% 80,1% +0,8% +9 898

7 83,7% 84,3% +0,7% +8 501

8 85,5% 86,3% +0,9% +11 231

9 88,7% 89,7% +1% +12 731

10 85,6% 87% +1,4% +16 762

Total 70,4% 71% +0,6% +79 003

Source: Echevin (2003), enquéte revenus fiscau® 189ualisés 2002; champ: couples mariés (12,liomsll de
ménages n 2002)

(i) gender differences in the balance of formal andrmal employment and, more
specifically, evidence of inactivity traps for wome

- RSA: as we have already seen (1.2.6), RSA is a newntao@ inactivity trap” or short
part-time work trap for women. The following dataos/, as an example, what a couple with two
children gains and loses from such a reform: incéee of single-earning couples, the gain resulting
from RSA will be €321 if the partner work half-tin{6.5 SMIC) and €544 if he earns the SMIC
(i.e. an additional gain of €241 et €215 comparét the situation without RSA). But dual-earning
couples lose out: they lose €215 with RSA. In otlerds, a “purely” economic calculation would
not encourage women to work; on the contrary, wewkithat those women, who are the least
gualified and who have young children, are mosherdble and sensitive to such disincentives to
work. Indeed, in these approaches, no account igttaken of childcare facilities.

Table 6: Available income and gains on returning temployment according to income from economic actity in
the current situation and after the reform (introduction of RSA).

Couple, 2 children

couple with one  Dual-earning
earner couple*

1*5

RMI [0.5*SMIC|SMIC| SMIC | 2*SMIC

Available income, current situation |1 257] 1337 |1586| 2026 | 2398

Gain / RMI, current situation / 80 329 | 769 1141
Gain / SMIC, current situation / / / 441 812
Available income, RSA at 62% 1257 1578 |1801 2026 | 2398
Gain/ RMI, RSA at 62% / 321 544 | 769 1141
Gain / SMIC, RSA at 62% / / / 226 597

* Partner earning full-time SMIC
Source: Allegre G (2008Fiscalité 2008, calculs de l'auteur

- CLCA (ex-APE) has been the subject of studies shatv that this allowance constitutes an
economic inactivity trap for mothers with young Idneén, especially those who are
unemployed and with few qualifications (return topgoyment is very difficult for them and
their economic inactivity rate increased from 4%2&% during initial assessments of the
measure (at the end of the 1990s)).
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- RMI also constitutes an economic inactivity trapthe extent that it is family-based and
represents a disincentive to having a second pagan households. Laroque, Salani€, 2003
provides test cases: for example, lone women havinancial interest in working for the
SMIC half-time (compared with RMI). Return to fiitne only increases income by €223,
thus involving an 83% reduction of labour costdhe level of the SMIC. In the case of
economically inactive or unemployed married/PACSmea, return to employment is not
always advantageous: for more than 65% of the en@adly inactive (but only 50% of
unemployed women) return to full-time employmenthet level of the SMIC brings in €610
(the difference between the unemployed and theaumally inactive comes from the fact
that the latter more often have a partner who iking and are less often RMI beneficiaries
than unemployed married/PACS women). The 35% ompheyed women who gain €305
by taking a full-time job are those who receive RNMhe gains of unemployed women
who take a half-time job are very small (€76). In ader to tackle these traps, incentive
measures have been introduced since (making it pdske to combine — for a certain
period of time — pay and minimum social benefits).

(i) hours of work and evidence of low wage traps fomeao;
We will see that the impact of PPE has been medsfioen a gender perspective. It can be
estimated that this measure affects the duratiamook of the “secondary” worker to the extent that
this reform increased the fiscal advantage of P&Epéart-timers (more than 82% of whom are
women) (see below).
According to Laroque et Salanié, 2003, the didytdif work is greatest for part-timers on returning
to work, except for women with more than 3 childres the following table showgart-time
work is thus not interesting for women (especiallythe low-skilled), however, in most cases,
that is the kind of work they find and accept, forwant of anything better. (This proves that the
variable “financial incentive” is not the only otteat counts in these choices). These data also show
that return to full-time employment is “profitabléiegative disutility) for lone women and women
without children, because new rights appear (pensiocupational experience, making it possible
to find a better job, and so forth).

Table 7: Disutility of work

Category Full-time Part-time
Total 70 370
Women in couples 202 411
lone women -378 231
Without children -575 82

1 child -65 313

2 children 409 508

3 and more children 1039 824

Source: Laroque, Salanie, 2003

(iv) unemployment traps, gender differences inneplacement rates and in other features of the
unemployment benefit systems.

néant

Chapter 2. Responsiveness of the labour supply texation

2.1. Responsiveness of the labour supply to taxatio

- RMI: The work of Laroque and Salanié (2003) has couteid a lot to traditional
approaches of assessing the role of institutiond #mansfers regarding women's
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employment. On the basis of the 1999 employmemesyieconometric analysis focuses on
25-49 year old women, who are private sector engaey The study led to controversy
regarding the disincentive role of the SMIC on vemr's employment (see 2.2). It also
showed that means-tested benefits like RMI creat®riomic inactivity traps”, especially
for women, thus limiting the interest of a secomy fhat is low. “RMI and other differential
benefits that take family situation into account)(lead to concentrating exclusion on
certain couples, because the fact that one menildbeaouple has pay, makes it possible
for the partner to escape the economic inactivigyp't However, Piketty (1998) greatly
clarifies the situation: he confirms that women,omMbelong to a couple whose partner
works,can be discouraged from working because of, RMt this is in no way the case for
men: the employment rate for lone men - a poputatonstituting major battalions of new
RMI beneficiaries — does not seem to be affectethlsyfinancial incentive. By comparing
lone women and lone men, the impact of RMI is laalfgreat for men as that observed for
women (but it should be recalled that there areymaonre lone women than lone men
without employment).

Ex-APE: Piketty (1998) examined the impact of financiaentives on economic activity,
notably that of women (on the basis of a methottotible difference”, i.e. with “natural”
experience, composed of a target group and a “ssthgroup). The data used are already
old, but remain valid. He showed that women witlpetedent children can be extremely
sensitive to financial incentives: the introductiohAPE (currently about €550) during 3
years, led to women leaving the labour market (@utha windfall gain). This represents
about 35% of eligible women. “It can be estimateat if APE had not been extended 8 2
births in 1994, then at least 80,000 people woaldehbeen in economic activity instead of
being without employment (...), i.e. about 35% ccording to him, the elasticity of
eligible women's labour supply compared with the itome gap between non-
employment and employment is estimated to be betwed®.6 et 1 He estimated in fact
that the drop in the employment rate that can tvibated to the APE is about 11 percentage
points and the increase in the non-employmentofitee women concerned is about 25%.
He also estimated that the allowance corresponttsamMioss of pay of about 40% (passage
from pay close to the SMIC to APE). He then calmdahat the elasticity of the probability
of transition between employment and non-employmemild be about 25%/40%=0.6. If
one takes the high hypothesis of an 18 percentage grop in employment, elasticity is
about 1. Moreover, besides the disincentive impéathis allowance on work (passage from
employment to non-employment), there is also a ceodn in the passage between
unemployment/economic inactivity and employment)fomen who are eligible for APE.

API: was introduced in 1976 in order to recognise Ipaeenthood and enable separated
parents (mainly mothers) to have an income whein thddren are under 3. This allowance
was controversial: encouraging “idleness”, isolatid mothers of young children, a way of
reducing unemployment figures by removing a catggof jobseekers, namely lone
mothers. For others, it makes it possible for aenieomen to leave great insecurity behind
them, but by keeping them in the status of mothaloeyve all. De Curraisze and Perivier
(2006) studied the impact of API on the supply ajrkvof lone mothers. The overall
employment rate of lone mothers is higher in Frati@n that of mothers in couples.
However, this is not the case of the employmerd cdtmothers of young childrebhone
mothers constitute indeed the category of the popation for which the difference
between income from economic activity and income &m social transfers is the
smallest According to a study of the “double differencey Gurraize, Périvier, APl has
encouraged lone mothers with a child under 3 todethe labour market. Without this
measure, their employment rate would have been #dm11 percentage points higher on
average during the 4 years following its introdoisti APl does not promote mothers'
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employment: it is rather a matter of paid parelgaVve, because few of them have the means
necessary to return to employment (childcare anidr$b). What is serious is that after API
(when the child reaches the age of 3), many of thachup on RMI, while the others are in
couples and often financially dependent. Accordm¢he authors of this study, “although it
is justified to support mothers, whose difficultiasentering the labour market are increased
by family situations that are not favourable to é&mgment, it is also important to help them
access the labour market. They are often young laweskilled and thus accumulate
handicaps that stop them from accessing employntarabling them to attain autonomy
requires combining legitimate financial help witheasures for helping them access
employment and also childcare”.

- Math et ali (2006)'s study of financial incentivesof social and fiscal transfers of the
“second” provider of resources within coupleson the basis of a comparative study of the
15 Member Statés They show that overall (to differing degrees), réhare financial
disincentives for second providers (who are inuBey great majority of cases women) to
work (part-time or full-time). These authors caltel animplicit average tax rate it is an
indicator that measures the share of additionagypay following the increase in the labour
supply, which is not translated into net pay, beeanf deductions and benefits that are taken
into account in the test cases that were studiedy Take into account changes in taxes,
social contributions and benefits resulting frona thcrease in the labour supply, and also in
line with family situations. Moreover, they studysfBuations for the second member of the
couple (the woman): passage from economic inagtiatpart-time work, from economic
inactivity to full-time work and from part-time twll-time work. It is supposed that pay is
equivalent to the SMIC for full-time work and halfthe SMIC for part-time work.

Table 8: Implicit marginal tax rate (%) (2001 data)

Transition |Couple Couple +1 (Couple  +1Couple+2 Couple +3
for the 3 years) (7years)
“‘partner”
Passage fronB8% 40% 34% 33% 40%
economic
inactivity to
part-time
Passage fronB37% 41% 35% 36% 33%
economic
inactivity to
full-time
Passage frorn 36% 44% 38% 39% 23%
part— to full-
time

Source: Math et ali (2006)

We observe that it is above all couples with a ypuahild whose return to part- or full-time
employment of the partner is most disadvantageioasdially (tax rate exceeds 40% - in other
words, the additional “second” pay is reduced b%6%0This is linked to two important factors
in France: the payment at the beginning of the selwool year (prestation de rentrée scolaire),
in particular, is means-tested; the impact of theal system (penalisation of the “second” pay).
These data do not take into account the impad®AJE and recent reforms (which would make
return to employment less attractive when there arehildren). It should be noted that
according to this study, France is in an intermtedstuation (compared with Germany, where

The data base of test cases was created in @biisboration with various European teams - seal&raw, Finch,
(2002).
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the disincentives are significantly greater (alds#) and Sweden, where, on the contrary, they
are between 20% and 30%).

Overall, criticisms (and self-criticisms) can be deaabout most of these studies (except for
those of Piketty and Périvier): they implicitly ptgpose that labour demand does not affect
these issues and everything depends on the etpastidabour supply. But nothing is said about
available jobs, nor about the nature of these jolsich can justify and affect behavour
regarding economic activity. Moreover, the focusomly on financial incentives, whereas
behaviour concerning economic activity is also tesult of other factors, such as childcare
facilities, the partner's situation, transport aodorth.

For example Math et alii, (2006) conclude theirapn the following way: “it was not possible
for us to establish a link between these measuriésamcial incentives for the labour supply of
the second income provider and performance conugmiomen in couples (...) monetary
social and fiscal transfers do not play a decismle in women's participation in the labour
market”. Indeed, according to the results that werend, it seems aberrant to see women
entering the labour market, given the financiairaisntives. The only case of actual withdrawal
results from the impact of CLCA (which was not séadby Math et ali).

2.2.Review research on labour supply elastiatie

- The main reference concerning elasticity of labsupply remains Bourguignon, Magnac
1990, who calculated low elasticity impact for nesmd negative elasticity for married/PACS
women resulting from the rigidity that existed tr@mcerning working time.

- One of the results of Laroque and Salanie¢, 2003:wis controversial, (not only amongst
women)is to estimate that the SMIC is too highespecially for women without diplomas.
Their calculations regarding elasticity are asdwk: elasticity of women's employment (in
the study) in relation to the SMIC is overall —OThis is higher than American results.
According to the authors, this can be explainedhsyfact that the cost of the minimum
wage compared with that of average pay is abotird higher than in the United States.
Elasticities vary a lot depending on the level odmen’'s qualificationselasticity of
employment to the cost of the SMIC is only —0,1 fowomen with at least a degree, but
reaches —0,8 for women without diplomasAccording to this model, a 10% increase of the
SMIC would destroy 250,000 jobs (190,000 full-tiraed 60,000 part-time jobs). Pay
elasticity of the labour supply of women to net payas follows: 0,82 for all women; 0,92
for women in couples and 0,36 for lone women, twdirming the hypothesis. The income
elasticity of the labour supply of women in couplssestimated by supposing that one
increases the partner's pay: in this case we obtdlfll and even positive elasticity for
many women: this can be explained by the combinatiban income effect (negative on
women's employment) and a substitution effect, tvismmpensates for the first effect.

- According to Fugazza et ali (2003) elasticities @atculated on the basis of PPE's impact:

they observe that the elasticity of labour supplyn relation to income from economic
activity is 0.3 for lone women and 0.8 for women icouples.
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Grid B. Summary of Empirical Studies on labour sugply elasticities

A.
Data Sample: characteristics of sampled individuals REPUESEMEIETEES Ol SR
Country Authors (year) Series
Characteristicy Characteristics No of
of the sample| of earnings | observationg national regional local
France Bourguignon, | Enquéte emploi, Married/PACS | Monthly net Yes NO NO
Magnac 1990 | Insee, 1985 couples pay
B.
Own wage elasticity Value of elasticity
Womer
Men
Cross elasticity
For female spouse -0,29
For male spouse 0,09




Data Sample: characteristics of sampled individuals REPESEEYENEES OS2I C:
Country Authors (year) Series
Characteristics Characteristics No of
of the sample| of earnings | observationg national regional local
France Laroque, Enquéte emploi, Women — all Monthly net 32,978 Yes NO NO
Salanié, 2003 | Insee, 1999 family pay women of
situations 25- the survey
49 years old (represent-
ing
10,650,000
people)
B.

Own wage elasticity

Value of elasticity

Womer

-0.9 for all women; -0.1 for women with at leastegree and —0.8 for
women without diplomas

Men

Cross elasticity

For female spouse

-0.11

For male spouse
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Data Sample: characteristics of sampled individuals REPIESEMEIVERCES OF S2mH e
Country | Authors (year) Series
Characteristics Characteristics No of
of the sample| of earnings | observationg national regional local
France Fugazza M., | Model of Households 15,73 Yes NO NO
Le Minez S. microsimulation Ines whose reference households
Pucci M. 2003 | (Dress — Insee) — person or their (incl. 12,376
Enquéte Revenus | partneris a women in
fiscaux 1997-1998 | woman, couples,
potentially 2,876 lone
concerned by women of
the labour whom 2/3
market (under are
60 years, not employees)
civil servants representing
and not 8.16 million
pensioners) households
B

Own wage elasticity

Value of elasticity

Womer

0.3 for lone women

Men

Cross elasticity

For female spouse

0.8 for women in couples

For male spouse
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Chapter 3. Reforms of the national taxation systermover the last 10/15 years

3.1 Recent developments in the national tax system

Recent debates in France concerning fiscal issuage habove all been about work
incentives/disincentives for economically inactlweneficiaries of minimum social benefits. Given
continued high unemployment in France and confir@ggearance of increasing numbers of poor
workers, different governments have sought solstimn making work pay and avoiding situations
where very short part-timers earn less by workingnt being economically inactive. Different
formula have been tested: as a transitional meatheddea of a bonus (intéressement) has been
introduced by making it possible to combine pay amgimum benefits for a period of time; then in
a more permanent way, the idea of employment teditc(PPE) was introduced; finally, with RSA
the aim is to merge certain minimum benefits, ideorto encourage people even more to return to
work. In these debates, “specific categories” atmentioned, but everyone knows that the main
victims of poverty and economic inactivity trapg above all women, especially lone women.

The second recurring issue that is discussed camtlee French tax system, which is considered to
be inefficient and unclear, as well as mixing areotive of redistribution and family policy. In thi
debate, experts regularly pose the question ofyeapa/ou earn system of taxation and also that of
joint taxation. Here — also without saying it exfily — married/PACS women are especially
concerned (we have referred to assessments dbghicsin point 1.3).

3.2 The employment impact of reforms

- Studies about PPE
* The Ines model of microsimulation, developed be& and Insee, which is based on surveys of
fiscal revenue, has been applied to measure thadmpf PPE on women's economic activity
(Fugazza et ali, 2003). The incentive impact of RIFEwomen's labour supply is very small,
especially if they already have a job: in the 4strg variants of the reforms of PPE, “between
0.03% and 0.06% of women in couples, who alreadye ha job, want to increase their labour
supply; at the same time, 0.04% of women in couplesnployment want to reduce their working
time”. According to the last reform of PPE, onlyL@ are in this case (2002 version). Calculations
for lone women are very small. However, accordimghis study, the impact on taking up a job is
greater: for lone women, doubling of the individshhre of the credit has an impact (provided they
take up full-time employment)for women in couples, there is also the positive ipact of
individualisation of PPE, but they also prefer part-time employment. For¢h&smen (in couples
and without employment), it is estimated that thefonrm — doubling the amount and
individualisation — leads to a 1.5% increase inneto employment (22,300 women): in half of the
cases, this return to employment is full-time. lin r@forms of PPE lead to a 0,31% increase in the
level of full-time employment (according to Laroqugalanié, 2003, this figure is lower - about
0.22%); according to the Ines model, part-time @ymplent increases by 0.32% (by 1% according
to Laroque, Salanié). Women's “non-employment” iesl by 1% (only 0.4% according to Laroque
and Salanié). It is clear that results differ defieg on initial data and reference situations.

* Bargain (2004) studies PPE's impact on the ecanaetivity of women in couples, on the basis
of a structural model of labour supply (Budget yrof households 1994, of women from 25 to 60
years in en couples). He shows that the expectpddtrof PPE is small regarding disincentives to
work for women, whose partners work, even if sudisk exists.What is certain is that PPE is
hardly an incentive for economically inactive womerin couples to work (0.4%); however, the
incentive to take up — or remain in — part-time emjpoyment is greater, but difficult to
measure. What is also interesting in this study is its fsgiticism”: it is difficult to take into
account the extent of “economic inactivity and irepd or “chosen” part-time work, whereas this
dimension is essential”.



* According to Allegre, Périvier, 2005, the variowscent reforms of PPE are not necessarily
effective from the point of view of people returgito employment, because three conditions have
to be met: making employment pay more than non-eympént; being sure that individuals are
aware of this gap; and finding employment. Theynews the risk of reinforcing the choice of part-
time work for the second member of the househdRE B in fact now focussed on part-time work
as tax credit for half-timers has been doubled,rede at has only been increased by 50% for full-
times. The gap between PPE received for a full-joiepaid at the level of the SMIC and that
received for a half-time job has dropped from €148€65. This could encourage women (in
couples) to work less, given the cost of childeaard transport.

* Some evaluation studies (CERC, 2001 and Cahu@3Réhow that it is precisely people on full-
time SMIC who benefit most from PPE, while part¢ir® — who are the first victims of economic
inactivity traps and are mainly women — benefitndigantly less. The reforms, which were
introduced in 2003, aim at reducing this negatiffecg which is indirectly discriminatory. In the
first version of PPE, part-time work was penalisgishce then, it has been better taken into account
except for very short part-time work (below 0.3@snSMIC, there is no PPE). But this measure is
in fact ambiguous — PPE (which is awarded to tineeki paid, in order to encourage them to choose
employment rather than RMI) runs the risk of remafiog the “part-time trap” of these employees. It
is becoming more of an incentive for half-timerarhfull-timers. Moreover, we note that the
previous government’s objective was to triple PBEdIl levels, which would have had a greater
effect on part-timers...

Studies, which measure the impact of PPE and tieeessement bonus on couples with one earner
(at the outset), show that when there is a secanteein the household (mostly women), this leads
to the loss of some allowances (drop in housingfieand risk of the household becoming subject
to income tax), but the gain of the second persturming to employment is greater than that of the
first (when whole allowances disappedPPE does not reduce return to employment of the
second member of a couple, nor the passage from ftime to full-time. However the
intéressement bonus reduces the profitability of aecond job in a couple, especially if it is half-
time. Finally, PPE has some disincentives, becauseheflimits on the total income of the
household (which should be less than 3.1 times Sidit@ couple without children and 3.65 times
SMIC for a couple with two children). For exampdegouple with 2 children, where the man earns
2.3 times SMIC receives 42 Euros PPE per montheiftoman earns the SMIC, but nothing if she
earns 1.1 times SMIC. In other wordse effect of PPE is greater, when the “secondaryjay is
lower, thus discouraging the search for better paidemployment (or longer hours) for the
second member of the household (who are mainly womg

3.3 The assessment of reforms from a gender perspec

- For or against individualisation of rights and a dfferent tax system?
Sterdyniac's point of view, which was referred bowe (1.3), is strictly fair economically: separate
taxation disadvantages single-earning couples.l#ective could be to reduce this kind of situation
as much as possible: certainly, many women leagdatihour market for imposed reasons (absence
of childcare, for example). This is not a deliberathoice of “idleness”. But, if they were
encouraged more to take up employment and becomepemdent, separate taxation could
contribute. But that implies that other factors fleen into account, such as the nature and number
of available jobs, changes in gendered social r@specially greater sharing of domestic chores),
childcare facilities and types of leave proposed.this spirit, taking up an economic activity and
being paid would always be more favourable thamdeconomically dependent. Individualising
rights (especially taxation) would thus be a factdrindependence and freedom, rather than
maintaining a system of protection of mothers épehdent situations. But, obviously, this is only
possible with profound structural and cultural s and also provided that jobs are really
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available for all women...

A debate has partly occurred in France in receatsyaround the study by Alesina et Ichino (2007)
concerning “gender taxation”. The idea, which ipreori seductive, involves going even further
than the previous observations and showing thairder to encourage women's employment, their
fiscal disadvantage could be rectified by taxingnthless. In order to keep tax revenue identical,
this would mean taxing men more... In the end, nagjotis within couples should make
readjustment of occupational activity and domeskiores possible. The authors are clear in an
interview in theFinancial Times “ There is nothing more hypocritical than refagito equal
treatment in certain areas (taxation in this césepeople who do not benefit from it in many other
areas (labour market and distribution of familykggs.”. This debate took place amongst feminists
and economists in France (for example on the gii@8B, and Perivier, 2008). But it does not gain
unanimity, far from it: thus, according to SaintuP#2008), it would be extremely dangerous,
because it would increase women's well-being toditeiment of lone men and would thus be a
“return to radical feminism”. Perivier's reactioa more qualified: “Getting het up about this
apparent injustice means that one ignores alldhmd of discrimination of which women are still
victims, including lone women, who are seen asm@kemothers (...). Women are the first to lose
out from current socio-economic organisation; ithsrefore normal to seek to rectify such great
inequality”. Although she supports this principste recognises that it is difficult to implement i
in France (given the joint fiscal system and ttaisteibution effects it leads to). Moreover, in erd
for such a measure to be effective, other formstrvention in the labour market and society
would in any case be necessary (which the authbithi® study refuse), namely overhauling
parental leave that discourages women's work, dotimg the right to childcare for all children,
and so forth. In short, giender taxatiortould be introduced, it would only be one elemaenbagst

so many others that are necessary for achievingliggu.

- Towards overhauling childcare and parental leave

Access to affordable childcare remains a pridntthese debates: without it, there will never Iseal
be equality at work. As long as low paid long leavenore attractive than work, some women -
namely mothers - will choose it. Thought must tfene be devoted to reforming childcare and
family allowances: shortening parental leave an#ingaremuneration proportional to pay and not
transferable between parents (see Méda, Péridé6)2Moreover, ensuring a right to childcare for
all children at the end of maternity leave is asway of bringing a large group of women out of
economic inactivity.

- Traps of RSA from a gender perspective
Studies on RSA completely ignore gender, even thaugmen are targeted by this measure.

* A study, which appeared in 2008 (L'horty and Dginimakes a favourable estimation of the
expected impact of RSA. In all cases, RSA will l¢adinancial gain on returning to employment,
provided one does not take into account certaitsca@sich as childcare and transport (Concialdi,
2009). However, the great majority of RSA benefieis are women with young children. Ignoring
the problem of childcare is really detrimental foem, given that the measure strongly encourages
them to take employment (via the new measure camgprreasonable job offer”). As for API
beneficiaries (women), the issue of returning t@kyment implies dealing with the problem of
childcare (but according to government calculatioinis implied that grandparents will provide this
service, but in fact this is so in only 6% of cdses

* What is even more serious is the fact that RSénptes short part-time employment: a
lone person who is only paid the hourly SMIC rai#t rgceive €349 of RSA if they work quarter-
time, €249 for half-time work, €150 for three geattime and €50 for full-time (Gadrey, 2009).
The principle used here is to help those on lowssime, but this commendable objective goes
completely against the main population concerngdk, ia more “profitable” to remain in, or accept,
short part-time employment!
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* Finally, another criticism of this measure istht takes family situation into account, i.e.
the partner's pay is taken into account, thus takis back to the debate presented above about
disincentives to work for the second provider afame. It seems logical to take account of the
family situation for RMI, in order not to encourageth members of a couple to be economically
inactive. However, as far as RSA is concerned a aeans of returning to employment - women's
autonomy should be promoted and therefore it shbalshdividualised.

Summary and final considerations

- The French system of taxation and social trassecomplex and globally disadvantageous from
the point of view of women's employment. Many meas lead to disincentives for women to
work (ex-APE — CLCA, PPE partly and RSA...), evemhiéir actual impact (except for APE) turn
out to be significantly smaller than expected. déality, many different factors are decisive for
women's employment (types of job, schedules, fasitlyation, access to childcare and so forth).
However, this does not stop the system from stilh@ far too marked by it being based on family
situations, not on universal rights (except regagdiealth and unemployment). For certain people,
this system limits negative impact on poorest grgdrning and economically inactive families...
everything happens as if one has to choose betwesmpporting the employment of women or
supporting poorest households (in which there are any economically inactive women).

- Piketty's work makes it possible to highlight sslmng obvious, which was perhaps thought to be
something of the past, namely low-skilled women ammthers constitute a sub-group for whom
disincentives (and also the contrary, incentivas)tdke up work really do exist. Identified
elasticities are extremely great compared with feeop stable employment (from 0.6 to 1
compared with 0 - 0.1). The more one is interestedvomen who are in insecure situations
regarding employment (without employment or witkhert part-time job) and also regarding their
family situation (lone mothers), the bigger theerplayed by financial incentives. It is necessary t
be as precise as possible about the type of meaaumred at and type of populations concerned:
what is valid for women close to poverty is not tase for average categories.

- The results obtained show the limits of studiasdal only on financial incentives/disincentives:
other studies (Marc, 2004) have shown that workimigditions proposed to women targeted by ex-
APE play an essential role. If the job is of satisbry quality, most probably not so many women
would have withdrawn from the labour market. Inastivords, labour demand must be taken into
account when studying behaviour concerning withatafntom economic activity: short part-time
jobs, staggered working hours and very low pay pddly a role. Moreover, the number of
unemployed women encouraged to withdraw from theua market is great - the lack of jobs also
plays a role in this context and reinforces the i financial incentives to withdrawing from the
labour market, especially as we are in a periodgat economic crisis and explosion of
unemployment.

- Economic calculations alone cannot explain cl®iosgarding working or returning to work:
otherwise, it would not be possible to understaiy w certain cases people return to work even
though it involves loss of income. Employment skowlso be envisaged from the more
sociological angle of social links, and economidependence — even if it is only partial - and also
above all, dynamically: loss of immediate incomaildolead to future gains by reintegrating a
virtuous employment circle.

- Whether from the point of view of an economicccgdtion or that of working environment, it is
clear that access to and accessibility of childeaecessential: if the cost or absence of childsare
great — if there are not enough public childcaracstires (which is still the case in France) -sit i
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certain that renouncing employment is greatertiesé categories.

According to Eydoux, (2007), the French systemhisst“unclassifiable”. In many ways, it is still
marked by its family-based — or even “patriarchaifature with reference to the Esping-Endersen
classification: social rights are still awarded @ding to one's situation related to employment
and/or to the family, and not as universal rightsalb citizens (as is the case for unemployment
benefits and partly for PPE). Each measure isahddferent, with some being based on individual
rights. But overall, regarding the family and minim social benefits, the main reference remains
the household and not the individual. Family saligaand the reduction of inequality between
households - rather than gender equality - ar@tioeity, and many of these forms of solidarityrtur
out to be constraints for women. “Thus the riskthat if minimum social benefits are not
accompanied by measures to help return to emplolyareh work-life balance, they contribute to
locking women in “imposed solidarity”, (Belorgey)@)), (Eydoux, 2007).
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