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I- [bookmark: _Toc57040469]Motivation

The current social security system in Georgia is mainly based on the targeted social assistance (subsistence allowance) program (Diakonidze 2020a). In Georgia basic social benefits do not guarantee an income above the norm set for receiving social assistance. As in many other countries, social assistance is thus often an essential and increasingly permanent part of the income package of unemployed households. However, in Georgia there are neither the unemployment insurance system nor the unemployment benefits. To achieve a move from welfare to work, the governments around the world have both introduced service programs and financial incentives for social assistance recipients towards taking up work and implemented sanctions against those who are deemed not to try enough to gain employment. These are casually referred to as carrots and sticks. The MOLHSA has expressed interest to develop models which could promote employment among social assistance recipients and thereby reduce need to assistance. However, there are indications that some of the recipients of subsistence allowance in Georgia are engaged in informal economic activities. The Government of Georgia’s National Strategy 2019-2023 for Labour and Employment Policy of Georgia (30 December 2019) aims to inclusive participation in labour market by providing personal services for vulnerable groups to contribute to employment and economic activity. The social protection system shall contribute to employment and prevent people becoming dependent on social assistance

This memorandum discusses first the connection between unemployment and social assistance and the activation policies to improve gainful employment among social assistance recipients. Then the current and possible ways of interaction between social assistance measures and labour law in Georgia are presented. The following section analyses with specific focus on four countries (France, UK Spain, Finland, and Lithuania) recent reforms in social assistance schemes aiming to activate social assistance recipients. The memorandum ends with recommendations and suggestions for future work, especially in terms of employment activation in response to the crisis due to the COVID-19 epidemic.


II- [bookmark: _Toc57040470]Unemployment and social assistance

Being without a job or entrepreneurial income is an important underlying factor in the receipt of social assistance. Consequently, with the increase in unemployment rates, social assistance payments also often increase. That has been the case also following the COVID-19 pandemic. When countries both in the Global North and Global South struggled with unemployment, this raised policy concerns about the growing numbers of social assistance recipients. Ever since the 1990s coupled with efforts to limit costs in the OECD countries there occurred a shift in politics towards activating social assistance recipients. 

In a majority of the OECD countries, social assistance is a last-resort safety net. A feature common to all social assistance schemes is that they compensate for a loss of income caused by a number of risks when people have no other means of support. In other words, social assistance is a last resort benefit that is not linked to work history or contributions. The concept of social assistance is widely used although no generally accepted definition exists (Gough et al. 1997, 18). Assistance may refer to discretionary financial support only. In some countries, the granting of social assistance does not consist only of financial aid, but also includes social work, rehabilitation, and training services (Eardley et al. 1996a, 1996b; Gough et al. 1997). 

In addition, the aid has traditionally been strictly means-tested (Eardley et al. 1996a; 1996b; Bradshaw and Terum 1997). Assistance recipients are obliged to care for themselves according to their ability (Kuivalainen 2004). As part of the strict means-testing in social assistance, all earnings and capital gains are counted as income. The last-resort social assistance schemes are run by local authorities. 

In the 1990s, several Western governments instigated legislative reforms in social security, mostly dictated by financial constraints and employment targets. In 1992, an OECD Jobs Study project Making Work Pay was launched to address the member states' concerns for the reasons and consequences of the persistently high unemployment rates. In this context, the OECD analyzed, among other things, the levels of unemployment benefits and minimum income, as well as the incentive effects of social security systems. 

New targets and instruments have also been introduced in the area of minimum income and social assistance during the past decade. The guiding principle has been the notion of combining welfare and work. Welfare research has shown that paid work affords effective protection against poverty, and an opportunity to improve self-esteem and to seek self-actualization (Benett and Walker 1998). The reforms have stressed the move from welfare to work as a positive step that possibly could eliminate or reduce the need for social assistance. Both the OECD and the EU started to speak about the importance of financial incentives in the 1990s. Also, in the new target-setting of social assistance schemes, "activation" of welfare clients has been given precedence over "passive" benefit payments. 

Activating social assistance recipients

From the 1970s onward, social policies on both sides of the Atlantic have been dominated by workfare programs where payment of unemployment and social assistance benefits is made conditional upon participation on job promoting activities such as training, rehabilitation and work experience or on unpaid or low-paid work. The reforms of the social assistance schemes in different countries have been aimed at integrating unemployed people into society through paid work, relieving the financial burden of social security, redefining the relationship between the state and individual (reciprocity, social responsibilities), and making work more attractive than welfare. The schemes have been more clearly than before geared to eliminating poverty traps and developing financial incentives and activation measures (Clasen and Kvist 2001; Hvinden et al. 2001). The role of social assistance schemes differs across countries by the coverage and nature of unemployment benefits (unemployment assistance and/or unemployment insurance).

There are two competing theories that have been used to explain the transition to work among social assistance recipients (e.g. Walker and Shaw 1998; Dahl and Lorentzen 2002; Gustafsson et al. 2002):
· According to the 'passivation' theory, the receipt of social assistance affects behaviour, resulting in a decline of energy levels, work motivation, capabilities, and morale. Assistance recipients tend to prefer living on welfare without making efforts to find work. 
· According to the 'selection' theory, in turn, the welfare clients most capable of work leave social assistance more quickly whilst the remaining clients are those who have more problems and fewer qualifications. According to this theory, welfare clients do not stay on social assistance for prolonged periods of time because the receipt of social assistance prevents them from moving to work, but because they already had a poorer employability than other assistance recipients before they started to receive assistance. The doctrine of incentive approaches goes back to the economic theory of labour supply. Seeking or accepting work and other ways of increasing the work effort are associated not only with earned income and social security but also with leisure time, the value of which is determined based on the benefits that individuals derive from it. The smaller the benefit derived from work in relation to that obtained when unemployed in terms of income and leisure, the smaller the incentive there is for the unemployed person to move to work or for the employed person to increase their work effort. 

Activation can be defined as measures aimed at increasing the independence of benefit recipients and decreasing the caseloads (Ditch and Roberts 2002: 23). The purpose of activation is to facilitate the transition to work in a variety of ways. This can be done by negative or positive incentives, or to put it more simply, by sticks and carrots. Activation can include financial incentives and/or other measures, such as service targeting. Positive incentives can be monetary or non-monetary. Monetary incentives motivate assistance recipients to take up work by offering economic benefit while non-monetary incentives offer social support and tools (such as qualifications) for job-seeking (see below discussion on ALMPs) . 

Negative incentives (or sanctions), in turn, are designed to have a negative effect on assistance recipients' status if they do not make any active efforts to find work. This may take place by a threat of reduced assistance, for instance. Work obligation, in turn, can be seen as a positive or negative incentive: On the one hand, it makes social assistance conditional and guides social assistance recipients' behaviour by sanctions. On the other hand, the work obligation can be interpreted as a right to labour market participation.

A) [bookmark: _Toc57040471]Active Labour Market Programmes (ALMP)

According to OECD the active labour market programmes includes all social expenditure (other than education) which is aimed at the improvement of the beneficiaries’ prospect of finding gainful employment or to otherwise increase their earnings capacity (OECD 2002). ALMP include policies such as lifelong learning, investing in skills and training and personal career coaching which all aim to increase employment rate. As a government budget category ALMP includes spending on public employment services and administration, labour market training, special programmes for youth when in transition from school to work, labour market programmes to provide or promote employment for unemployed and other persons (excluding young and disabled persons) and special programmes for the disabled. 

OECD recommends that the implementation of ALMP are managed by effective and well-coordinated labour market and social institutions and policies. Moreover OECD calls for continuous monitoring and evaluation of the impact of policies and programmes. That is necessary to strengthen policy effectiveness and efficiency of ALMPs in responding to the needs of different groups. 

B) [bookmark: _Toc57040472]Sanctions

A study of 25 European welfare states by Eleveld (2016) showed that economic crisis has prompted welfare states to cut the expenditures on enabling instruments and to opt increasingly for work-related sanctions (i.e. sanctions that are imposed on recipients who fail to comply with activation measures). Those who fail to fulfill these conditions may see a considerable reduction in their benefits or may lose them completely.  Eleveld (2016) concluded from a social rights perspective that the socio-economic situation in countries that have adopted harsh work-related sanctions reinforces the risk of violation of the right to minimum means of subsistence. The study recommended construction of a system of social assistance benefits on which basis a work-related sanction only affects a basic component of social assistance benefits, without touching components for the costs for children, paternity, rent, heating and the partner.

C) [bookmark: _Toc57040473]Income disregard 

Although the advocacy and provision of positive incentives has been quite common in Europe, changes in incentives in the context of social assistance have been relatively limited. One reason for the lack of experimentation is that the role of (often legally protected) social assistance as the last-resort benefit has limited the scope for reform. Another reason is that the responsibility and procedures for granting social assistance are local, and there may be wide variation within countries (Saraceno 2000; Heikkilä et al. 2000), which makes it difficult to carry out uniform policy changes.  

When discussing the role of incentives in social assistance, it is useful to distinguish between different ways of improving economic gains. Such positive economic benefits include at least the following:
· disregarding income from work in granting social assistance;
· taking into account costs caused by employment in granting assistance; and
· granting an extra bonus to assistance recipients who move to work or participate in activation measures. 

In the context of social assistance, positive financial incentives have been offered at least in the Netherlands, Denmark, and the UK. In the Netherlands, since 1996, local authorities have been allowed to decide whether earned income is disregarded in calculating the amount of social assistance, and if so, to what extent (Kuivalainen 1999). In Denmark, the Act on Active Social Policy, effective in July 1998, contains detailed provisions on disregarding earned income and property (Kuivalainen 1999). In the UK, a Back-to-Work bonus is payable to a social assistance recipient who goes to full-time work (Trickey and Walker 2001). A one-off Child Maintenance Bonus is payable to a parent who moves to work so as to cover childcare costs. These are examples of the bonuses developed in the UK with the aim of encouraging low-income families to go to work instead of living on welfare (e.g. OECD 2005). What is essential is that the move to work should, at least in the longer run, end social assistance payments. 

D) [bookmark: _Toc57040474]Basic income 

The grim predictions for automation and artificial intelligence destroying jobs have brough basic income into the fore. The case for basic income is based on the notion that the current social security system, designed for an industrial and outdated society, is dysfuctional in a globalized society, where many workers are forced to function in a short-term capacity. 

Basic income has been presented as an alternative to workfare policies which require claimants to participate in active labour market programmes. Basic income comes with the idea that unemployed people know what is best for them, and that without obligations and sanctions they will be more equipped to navigate the labour market. As people are able to keep the money they receive from basic income even if they get a job, the programme comes with significant benefits.

In the 1970s the concept of basic income gathered interest from legislators and governments in the U.S. and Canada resulting in local experiments. The four negative income tax experiments (Seattle-Denver, New Jersey, Rural and Gary) in five US states between 1968 and 1980 and in the Canadian province of Manitoba between 1974-1979 showed that employment fell slightly (Greenberg and Halsey 1983). 



III- [bookmark: _Toc57040475]Social assistance system in Georgia

Georgia’s social security net was created in 2004 and the Targeted social assistance (TSA) programme was introduced in 2006. TSA provides financial assistance to poor and vulnerable households and was designed to replace a range of category-benefits for groups such as single pensioners, orphans, disabled children, the blind, and large families. MOLSHA regulates and coordinates the functioning of the whole social protection system, SSA (Social Service Agency) implements it and other agencies implement different programs.  The social assistance program has been subject to several amendments.

In 2013 around 1.7 million individuals were registered in the TSA database (around 40 percent of the country’s population), 443,000 of whom benefited from the TSA programme, which means that TSA coverage extends to around 10 percent of the population. The total 2012 budget outlay for these benefits amounted to roughly GEL 141 million (or 0.7 percent of GDP). Spending on the TSA program (the government’s main instrument to support consumption by the extreme poor) is low by regional and global standards. However, it is not much less than the average spending for social protection among the other countries in the region.[footnoteRef:1] [1:  Baum, Tinatin, Anastasia Mshvidobadze, and Josefina Posadas. 2016. Continuous Improvement: Strengthening Georgia’s Targeted Social Assistance Program. Directions in Development. Washington, DC: World Bank. doi:10.1596/978-1-4648-0900-2.] 


The identification of the socio-economic status of the families is based on the indicator of needs, which describes in detail the criteria for the identification of the families in need of assistance.[footnoteRef:2] Implementation of the new TSA and of the Child benefit program started in June 2015.  [2:  Resolution #758 issued by the Government of Georgia on December 31, 2014 for the approval of the evaluation methodology of the socio-economic condition of the socially vulnerable families (households), https://matsne.gov.ge/ka/document/view/2667586] 


The financial social allowance is a targeted amount, which is distributed based on assessment/scoring system/needs based. In order to participate in the TSA, the families have to fill in the special application form. Later, the Social Service Agency (SSA) makes decision on registration of the application and an authorized person from the SSA visits the family and makes assessment of family’s socio-economic conditions (means-test). The representative from SSA makes assessment on family’s socio-economic conditions based on objective and subjective assessment. The household is evaluated with rating scores (vulnerability score) and the household that accumulates less than 100,001 scores is assigned financial social assistance. The amount of money to be issued as assistance is differentiated according to the number of scores and members of the family, and ranges between 30 to 60 GEL for family members[footnoteRef:3]. [3:  Since July, 2013 the assistance given to the first member of the family doubled and made 60 GEL, and for every other member of the family – 48 GEL. Source – MOLSHA.] 


The vulnerability score is calculated as a ratio of the consumption index and the needs index:
· the consumption index is estimated in a conventional way through proxy means test (PMT) formulas, using ordinary least squares (OLS) regression. It uses monthly household consumption as the proxy of welfare, and uses a large set of traditional predictors such as sociodemographic and location variables, ownership of durable goods, productive assets, and self-reported income;
· [bookmark: _Hlk19377928]the needs index is a normalization to account for differentiated needs of different persons and sets coefficients for different groups based on their gender, age, physical status, and social status compared to the needs of a healthy male adult (30–39).[footnoteRef:4] [4:  Baum, Tinatin, Anastasia Mshvidobadze, and Josefina Posadas. 2016. Continuous Improvement: Strengthening Georgia’s Targeted Social Assistance Program. Directions in Development. Washington, DC: World Bank. doi:10.1596/978-1-4648-0900-2.] 


There is a general standard applied to all persons enrolled in the program, such that they are evaluated on the basis of subjective and objective criteria:
· subjective criteria of the program means the information received by the social agent by questioning the family member;
· objective criteria of the evaluation means verification of the official data at the state agency, such as the revenue service, ministry of education, ministry of agriculture, power, water supply and natural gas companies.
Besides the social programs provided by the central governmental agencies, municipality budgets also include various projects for the socially vulnerable families.[footnoteRef:5] These assistances are not unified throughout the country and vary according to the priority given to the social program by the municipality.[footnoteRef:6]  [5:  Majority of municipalities uses the scores assigned by the social assistance agency as a justification of social expenses.]  [6:  Qualitatively and purposefully, social expenses of the local government coincide with the finances paid by the social assistance agency, which duplicates the functions of the agencies. With this purpose, the Social assistance agency signed an agreement with the city halls of several cities for the exchange of their beneficiary databases. ] 


The majority of social assistance is provided by central institutions to the single elderly, persons/children with disabilities and poor families with children and is directly linked to the social rating scores of these target groups.  Direct financial aid is the most common type of social assistance provided by municipalities. The amount of indirect financial aid provided in all 71 municipalities is two times higher compared to the number of subsidies provided. The number of services provided is second. It exceeds the amount of indirect financial aid by almost one third. There are often cases when municipalities give one-time direct financial aid after reviewing the circumstances of a citizen, regardless whether the beneficiary satisfies the criteria necessary for receiving social assistance. 

Some types of benefits offered by central government bodies are directly linked to the social rating scores of the target social groups. This is especially true with regard to the following three target groups: single elderly persons, persons/children with disabilities and poor families with children. At the local level, the information obtained on Tbilisi and the 10 regions of Georgia shows the priorities on which the local municipalities finance social assistance programs and the socially vulnerable groups to which these programs are provided[footnoteRef:7]. [7:  UNICEF.  Analysis of Social Benefits/Assistance Provided to the Population of Georgia by Central and Municipal Governments, 2017.] 


The majority of municipalities have four clearly defined target groups for social assistance. Namely these target groups are single elderly persons, persons with disabilities, children deprived of parental care and poor families with children. Only a few municipalities have a separate target group for single parents and then only single mothers are included. 

Some municipalities provide certain benefits that are specific only to them and do not take place in any other municipalities. This might be caused by the traditions or needs of a particular region.  For example: for sportspersons, to compensate the costs for persons injured as the result of an industrial accident, education free of charge for families with many children, for victims of violence, co-finance purchase of condominium apartments, for employees who are on sick leave, creation of the Reintegration centers for children, to poor families for purchase of fuel, supplying hygiene products, financial aid to blind persons, subsidizing construction materials to repair houses, financial aid to homeless persons, funeral services for single persons without relatives etc. 

Most of the municipalities use the social rating score assigned by SSA as an eligibility criterion for social assistance. Nevertheless, the number of social benefits linked to the score, as well as the required score thresholds, differ between municipalities. The rating score is mainly applied for provision of free food, medicines, and medical services. Additionally, the rating score is also used for the provision of indirect financial aid, namely, to mitigate the burden of utility bills[footnoteRef:8].   [8:  UNICEF.  Analysis of Social Benefits/Assistance Provided to the Population of Georgia by Central and Municipal Governments, 2017.] 



IV- [bookmark: _Toc57040476]Labor law in Georgia

The link between the effectiveness of the labour market activation measures and the regulatory network governing the employment relations shall not been ignored. On the one hand, decent work conditions and appropriate level of income from regular employment create the necessary incentives for recipients of the social assistance to look for active participation in labour market. On the other hand, employers may be encouraged to create more attractive jobs, if the labour law regulations would provide for opportunities of a flexible recruitment (eg. variety of types contractual arrangements, especially related to apprenticeship and training, flexible work time arrangements, less bureaucratic procedures of employment). Given the current pandemic situation, the regulations helping employers to keep employees at the workplace during the shortages or stoppages of work, as alternative to dismissal and conversion into potential recipient of social assistance, could also be explored. 

Just recently (September 2020) the labour law reform was introduced in Georgia with the aim to create greater protection for workers in line with international standards and practices. The package of amendment to labour legislation envisages strengthening the role of labor inspectorate and regulating work hours, overtime, night work, mandatory weekly rest, and breaks during shifts. These amendments will significantly contribute to the improvement of working conditions especially of low-paid workers. However, the key challenge for Georgia remains the establishment of the minimum wages that enables a decent standard of living while not discouraging recruitment of the least skilled. In the context of the system of social assistance, the minimum wage regulation serves the main objectives to make work under contract of employment financially attractive. 

The minimum wage exists in all EU Member States. In 21 countries, the minimum wage is set by law, and in 6 Member States (Denmark, Italy, Cyprus, Austria, Finland and Sweden) the protection of the minimum wage is exclusively guaranteed by collective agreements. Recent proposal from European Commission to on adequate minimum wages in the European Union underlines the importance the European Union is attributing to this instrument (EU Commission 2020). The proposed Directive aims at ensuring that Member States put in place the conditions for statutory minimum wages to be set at adequate levels, while considering socio-economic conditions as well as regional and sectoral differences. Countries with a statutory minimum wage should set the conditions for the minimum wage to be adequate. These conditions shall include clear and stable criteria for setting the minimum wage, indicative benchmarks against which to assess adequacy, and regular and timely updating of the minimum wage. These Member States are also requested to ensure that fluctuations and deductions in the minimum wage are proportionate and applied in justified cases, and that the social partners are effectively involved in setting and updating the minimum wage.

The doubts that “the higher minimum wages will be, the more preventing  job creation is and the less state competitiveness is” are well known in transition countries. They can be addressed by transparency and means of the social dialogue – the creation of the objective and transparent system of minimum wage setting and involvement of social partners in at the national level in decision making process. The stakeholder shall share the general perception that the minimum wage needs to be set at level that provides incentives to work and helps to prevent the poverty. 


Short term work (STW) patterns serve the objective to offset negative impact which is aligned with temporary loss of demand for products and services and surplus of the workforce, which have been particularly experienced during COVID-19 pandemic-related lockdown or economic restrictions. 

Short-term work can be defined as recession related temporary reduction of working hours (partial reduction or temporary redundancy) where the reduction of pay will be compensated by the state and, in addition, may be complemented by training programs. Short term work may be imposed unilaterally by employer (eg. Lithuania), or with involvement of works councils or trade unions, where the labour legislation requires active involvement of social partners at workplace level (eg. Germany).

The major incentives to apply the STW is of financial character. In Germany the employers imposing STW are eligible to apply for Kurzarbeitergeld if at least 33 % of their workforce are affected by wage cuts of at least 10 %.  The wage subsidy of 60 % of difference in netto earnings (70 % after 4 months, 80 % after 7 months and a wage subsidy of 67 % for employees with at least one child) will be paid by the state social authorities. In all cases 100% of social insurance contributions for the lost work hours will be paid by the state authorities.

In Austria, employees are eligible to receive following subsidies to compensate the loss of the wage because of reduced working hours: the payment of 90% wage (if previous gross monthly earnings were up to €1,700), the payment of 85%  (if previous gross monthly earnings were up to €2,685) the payment of 80% (if previous gross monthly earnings were above €2,686). There is a requirement for employer to maintain the job position at least 1 month after the end of the payment. In Lithuania employers who, due to the state of quarantine, declared idle time, are eligible to receive a wage subsidy of 70 % (but not more than 150 %  of the amount of the minimum monthly salary) or a wage subsidy 90 % (but not more than 100 % of the minimum monthly salary). There is also the obligation for the employers to maintain at least 50 % of the jobs for at least 3 months after the end of the payment.

As we can see (eurofound, 2020), there is a great variety of the STW systems across the European Union. The differences lay in the different eligibility conditions to receive the state financial subsidy, the different income support rates, different duration of the support programs, involvement of trade unions or works councils and associated restrictions on dismissals.



V- [bookmark: _Toc57040477]Case studies: France, UK, Spain, Finland, Lithuania

A) Activation model in France

In 1988, the RMI (revenu minimum d’insertion, minimum income for social insertion) was introduced in France. Four conditions had to be fulfilled by claimants for entitlement: 
· to be above 25 years old;
· to have stable and effective residence in France;
· to have resources below a guaranteed level (determined more or less on the basis of the poverty threshold);
· to sign a « contrat d’insertion » (social integration contract).

« Activation » can mean professional integration (job seeking, trainees…) but also nonprofessional integration (for people who are not in a situation of finding a job immediately or, for some, even later: single parents without childcare solutions, claimants suffering from alcoholism, drug addicts…)

However, this new minimum income (RMI) had to face certain difficulties: 
· the poverty rate was still too high;
· the allowance was not encouraging working, because RMI is a differential allowance: « 100 euros earned by working meant 100 euros of RMI lost »;
· about half of the recipients did not sign a social integration contract.

One can wonder why so few integration contracts were signed (which is still the case in the current system).
· First, some local authorities imposed this contract only for one person in a household, the one who is able to work.
· Secondly, the contract is sometimes seen as red tape (extra paper work), even for the work coach.
· Moreover, it is sometimes difficult to sign an integration contract with people very far from work ability.
· Finally, it can be hard to get the time to prepare and sign such a contract when many people apply for the social income in the same period.

In 2001, the Prime pour l’emploi (working tax credit) was introduced. It is a tax credit for workers with low income.The problems were that this bonus was earned with a very long delay (no withholding tax at that time) and that there was no harmonisation with social allowances.

In 2003 : the French government decided to introduce RMA (revenu minimum d’activité) : minimum income for activity. It consisted of an employment contract for recipients who have been benefiting from basic income (RMI) for at least 2 years.They have to work at least 20 hours a week. The employer pays the minimum wage and gets the amount of the minimum income directly by public authorities.

In 2009, the RSA (revenu de solidarité active, Active solidarity income) was created.
The work incentive became more important than before.
RMI was a differential social income : « 100 euros earned by working meant 100 euros of RMI lost ».
RSA is a degressive social income : « 100 euros earned by working mean 38 euros of RSA lost ».

(there is in theory a third type of social income : a universal social income : « 100 euros earned by working would mean 0 euro of social income lost ». This kind of allowance does not exist in France).
Moreover, the work incentive is stable (not only in the first months of a professional activity).

There is still extra allowances for people with a disability, single parents…

2016 saw the implementing of the prime d’activité (Employment bonus), a financial assistance for encouraging work and aiding spending power for low-income workers. It is financed by the State, through taxes.
This employment bonus is a merge of prime pour l’emploi (working tax credit) and the « activity element » of RSA. The system became simpler than before (one system instead of two) and is 100% online. As a consequence, the non-take up phenomenon is alleviated.

In 2018, the government decided a huge increase of the amount of the employment bonus, especially for the lower middle class, which is a consequence of the « Gilet jaunes » movement (« yellow jackets »). There are nowadays almost no situation where it is possible to earn more money without working than with an activity.

However, the current French system still faces difficulties:

1st difficulty: young people under 25 are excluded from the minimum income (RSA). Students or apprentices are only eligible to the Employment bonus (prime d’activité) if their monthly professional income is more than €943.44.

2nd difficulty: the employment bonus (and the minimum income) still have to be claimed. The non-take-up rate is more than 20% for the employment bonus and more than 30% for the minimum income.

3rd difficulty: the amount of the employment bonus is not immediately linked to the activity income. It is re-evaluated every 3 months based on quarterly income (a new resource declaration being submitted each time by the claimant).

4th difficulty: the system is very complex, and the rules are not harmonized with other allowances : allowance for the elderly, allowance for disabled adults…

A new project called RUA (revenu universel d’activité, Universal Activity Income) aims at merging several social allowances: minimum income, housing benefits, employment bonus, minimum pension…

One goal is to make the system simpler and more easily manageable. For instance, currently, the means taken into account are not the same depending on the allowance (eg : the last three months for some, the last year for others…)

In addition, the current system is not completely « work friendly » : the RUA aims at guarantying  all workers to earn more by working than with social assistance.

However : 
· RUA is not a real universal income
· the project has a financial cost
· RUA still is not to be automatically paid
· associations of disabled people want to keep their own system.

As for the French unemployment insurance system, it is based on rights and obligations. Rights include unemployment benefits, access to on-line services, work opportunities, trainings, support of a work coach or an occupational psychologist, one-time monetary incentives to go back to work. Obligations mean active job seeking, monthly declarations of situation and obligation to accept so-called « reasonable job offers ». Recipients have to define their personal project for access to work and hence have to accept reasonable job offers, a concept based on several criteria: requested qualifications, average wage in the region, personal and family situation, geographical zone. A recipient cannot refuse two reasonable job offers, otherwise he would lose benefits and could face suspension of the system.



B) Activation model in the UK

In 1999, UK government introduced Working Families Tax Credit (WFTC) : a tax credit for families with a member who works at least 16 hours a week. The motto was «Making work pay».
The WFTC is part of a more global policy :
· better assistance for childcare
· the introduction of a minimum wage in 1999
· more relief of social contributions for low wages.

All these measures were incentives for people living on social assistance to take a job. It can be considered both as an activation policy and a family policy.

In 2003, working tax credit replaces WFTC, a bonus not managed by the social institution any more, but by the tax administration.

In 2012, the Universal credit was implemented, with the same motto as in 1999 : « Making work pay ».
Universal credit is a benefit for working-age people, replacing six benefits and merging them into one payment : 
· income support, 
· income-based jobseeker's allowance, 
· income-related employment and Support Allowance, 
· housing benefit,
· child tax credit, 
· working tax credit. 

Universal credit was designed to make claiming benefits simpler, because it consists of a single universal credit payment paid every month directly into claimants' bank accounts, via an on-line process.

It is also a degressive social income : « 100 euros earned by working mean 65 euros of universal credit lost ».
Universal credit is composed of a basic amount and extra elements depending on the situation (housing costs element, childcare costs element, limited capability for work element).

Young people can benefit from Universal Credit. But the amount is lower for recipients between 18 and 25.

Universal Credit also introduced more demanding activation.
More conditions are set to receive Universal credit, through a contract with commitments : the work coach asks for intense job seeking (or for limited one for certain categories like handicapped people, women on maternity leave…). Hence, there are more sanctions if the recipient does not respect his commitments. Activation is not only of basic income, but also of the other elements (housing…).

There are many contentious issues of Universal credit :
The reform also aimed at cutting some social spendings. As a consequence, there were decreasing benefits for almost 3 million people. Although it was quite consensual in its principle, the reform was made with few discussions with social associations and stakeholders (low acceptance of the reform). Some technical problems linked to the project seemed to have been underestimated. The reform is still not fully enforceable (2023 for some categories).


C) B-MINCOME experiment in Barcelona, Spain

The city of Barcelona conducted an experiment combining guaranteed minimum income and active social policies in Barcelona’s deprived urban areas (Nou Barris, Sant Andreu and Sant Martí) between October 2017 and the end of 2019. During the experiment 1000 randomly selected households randomly selected received a maximum cash transfer of € 1675 a month (Lain 2019). 550 households from the experiment group were selected into four different active-inclusion programs: one for training and employment; one of fostering entrepreneurship in the social, solidarity and cooperative economy; one with grants for refurbishing flats in order to rent out rooms; and one involving community participation. In line with the results obtained in similar experiments, the report of preliminary results published by the Barcelona City Council shows positive results for subjective well-being. However, no significant results were observed regarding work placement or in other dimensions related to employment. 

D) Activation model in Finland

Finland conducted a three-year experiment involving temporary amendment of the Act on Social Assistance in Finland in 2000–2003. The amendment enabled social assistance recipients to earn some income without having it deducted from social assistance payments (income disregard). Evaluation study showed that Income disregard did improve the incentive to accept work, and it did improve the economic situation of households (Hiilamo and Kautto 2009). However, the early results indicate that only a fraction of the target population received more income from work after the reform. The modest effects were attributed to the fact that income disregard was not applied to the fullest extent permitted by the law in the municipalities. Another explanation was the shortage of low-paid jobs. Later the amendment became a permanent law and the amount of income disregard was increased. Evaluations have showed slight improvement in employment (Hiilamo and Lehmus-Sun 2020; Palviainen 2018).

As jobseekers the social assistance recipients have an obligation to be active and to be available for work. As explained above a small part of the beneficiary’s income from wages shall not be taken into account when calculating the benefit in order to encourage the recipients accept short term job offers. Moreover, subject to certain conditions the recipient can be obliged to participate in activation measures. 

The Finnish service repertoire for long-term unemployed persons is geared to individualised support and tailored to the needs of the individual claimants (Kangas and Kalliomaa-Puha 2015). The responsible employment office authorities draw integrated action plans jointly with the claimants. The intensity and content of the measures included in the plans vary according to individual needs. In principle, the measures may range from labour market training, self-motivated studies, work tasters, preparatory work training, on-the-job training, and integration measures for immigrants, to various kinds of rehabilitative work activities. Immigrant claimants participating in activation measures or registered as jobseekers can be required to follow a course in Swedish or Finnish for immigrants. Young people below the age of 25 are obliged to apply for study place in secondary education.

The service repertoire for the long-term unemployed with reduced work capacity includes medical rehabilitation to restore their physical capacity, rehabilitative work experience, vocational rehabilitation to increase their chances of returning to employment, and rehabilitative psychotherapy for those whose employment problems are related to mental health. Social rehabilitation aims to strengthen the social skills of the long-term unemployed. 

The recipient’s obligations can be enforced by sanctions. In Finland the basic amount of subsistence support can be lowered by up to 20 per cent for two months at a time in the case of non-compliance (up to 40 per cent for repeated defaulting). The severity of the sanction is partly left to the discretion of the case workers. Moreover, their discretionary powers are further limited by legal provisions based on the Constitution. According to these provisions the reduction of the benefit should not endanger the recipient’s indispensable subsistence necessary for a life of dignity and it should not otherwise be regarded as inequitable. In the case of refusal to accept work the offer should be specific and explicit and the job or labour market measure should enable him or her to secure their living for a reasonably long period of time.

Between 2017 and 2018 the Finnish state ran an experiment with basic income. The aim of the Finnish experiment was to test if the carrot works better than the stick in encouraging unemployed citizens to find new job offers and to seek income from entrepreneurial activities. The final results showed very little difference in employment or earned income between the experiment and control groups (Kangas et al. 2020). The huge carrot included in the basic income model did not actually work in increasing employment. However, a survey showed that basic income recipients had better subjective well-being that those in the control group. More surprisingly, the results from the final experiment report revealed that many members of the basic income group did not want to abandon employment services and active labour market policy measures indicating that the majority of the basic income group did not have a problem with the conditionality of employment services. Similar results have been obtain from local social assistance experiments in the Netherlands (SPC 2019; Verlaat et al. 2020) and in the city of Barcelona in Spain (Lain 2019). The take home message from these experiments is that tailor-made services without tough sanctions work better to improve well-being of the claimants than current policies or improving financial incentives to work. 

In 2017, Finland introduced the “Activation Model” (AM), which became effective on 1 January 2018 (Kangas & Kalliomaa-Puha 2019). The aim of the AM was to tighten the conditions for benefit eligibility, in order to encourage activation of the unemployed, reduce the duration of periods in unemployment and increase the employment rate. The AM stipulated that the unemployed person had to meet an “activity condition” (participation in ALMPs or small earnings from work) in order to avoid curtailment of his or her benefits. The model was received with tough criticism due to the fact that neither ALPMs nor work opportunities were available for all willing claimants. The incoming government scrapped the model. Evaluation of employment effects yielded inconclusive results (Kyyrä et al. 2019). 

E) Collaboration with municipalities in Lithuania 

In Lithuania the pilot project in which the provision of monetary social assistance were assigned to the independent function of municipalities clearly showed that in these municipalities monetary social assistance was provided more efficiently, as it helped to prevent possible abuses, increased incentives to work, allowed the more rational use of the allocated funds. In addition, the role of the local stakeholders (representatives of municipal administrations and community organizations, religious communities and other non-governmental organizations, members of the community of the place of residence) has dramatically increased in providing for more targeted assistance. As a result of the pilot project in 2010-2011, in five municipalities participating in pilot project the number of recipients of social benefits decreased by 14,6 percent, the expenditure on social benefits decreased on average by 20.6 per cent (or by 7.4% per person on average). Meanwhile, in the remaining 55 municipalities, social assistant costs increased by 0.5 percent, but the expenditure on social benefits decreased by 2% on average. Having in mind those results, a nation-wide decision was made in 2014 to fundamentally reorganize the system of monetary social support for the deprived population, assigning the provision of social support to an independent municipal function in all municipalities (Bitinas A., Bitaitis D, 2014, 603).

F) Conclusions from the case studies

Previous literature shows only modest or negligent effect of sanctions in social assistance benefits. A review on activation program outcomes show they have proven inadequate in employing long-term unemployed people, and in preventing them from social exclusion (Card et al. 2015). Previous research does not show either that improving financial incentives would considerably reduce need for social assistance. Those who receive social assistance for longer periods or repeatedly have other characteristics that constitute barriers to moving to work, like high age, poor health, low education or single parenthood (cf. Saraceno 2002: 244–245; Gustafsson et al. 2002; Hiilamo and Kautto 2009). 

According to Bane and Ellwood (1994), a complicated and precarious life situation in combination with a lack of job opportunities prevents the transition to the labour market in the USA. Walker and Shaw (1998: 232–238), in turn, argue that in the UK, social assistance does not lead to a permanent lifestyle. Incentives are of no importance as the social security system is too complicated to allow comparisons between potential income levels when unemployed or employed. Accordingly, Walker and Shaw conclude that the selection theory is more adequate in explaining long-term welfare recipiency than the passivation theory. 

Gustafsson et al. (2002: 224–228) analysed monthly receipt of social assistance over a period of 42 months in eight European cities. The data gathered did not indicate clearly in any of the cities that exiting social assistance would become more difficult if assistance is received for a prolonged period. Dahl and Lorentzen (2002) studied moving to work among nearly 84 000 Norwegian social assistance recipients in 1992–1998. According to their findings, the likelihood of moving to work was at first higher, then remained steady, and finally started to decline. The findings thus did not support the passivation theory, according to which the decline in the likelihood of moving to work should have been even. Further, Leisering and Leibfried (1999: 153) have found in Germany that social assistance recipiency does not result in the clients becoming more passive. 

However, financial incentives are largely positive from the point of view of social assistance recipients: the enhanced fairness (one got some economic benefit from working), ensured fair treatment in the country (the reform made the local disregard practices more uniform), and improved incentives (the more extra income, the greater net income). A study by Hiilamo and Kautto (2009) concluded that improving incentives involves a careful balancing between different socio-political ideologies. Even minor income from work ensures that the recipient household is somehow attached to the labour market and is not as dependent on social assistance as households with no work income. It can be assumed that the receipt of even minor income from work provides people with better opportunities to increase their income and leave social assistance than no work income.



VI- [bookmark: _Toc57040478]Towards activation model for Georgia

Since 2015 Georgia has been pursuing an employment policy, with the main focus on "activating" the unemployed (Diakonidze 2020a). Consequently, the state offers a variety of employment services to job seekers including training (requalification) and subsidized employment. Unlike in most of the rich countries their services are not tied to unemployment insurance benefit or unemployment allowance, since such programs are not in place in Georgia. 

The Government of Georgia’s National Strategy 2019-2023 for Labour and Employment Policy aim to gradually introduce “social assistance for employment” (welfare to work) approach with mechanisms to promote transition from social assistance into employment. A targeted social assistance system shall consider the introduction of the rules that do not cause “a dependence on assistance’’.

A recent EMC report (Diakonidze 2020b) suggested that Georgia would consider introducing minimum wage. It is considered both as tool to mitigate economic inequality and as activation measure. According to the report minimum wage activate social welfare recipients due to the fact that the wages currently received by this group of people are not much higher than the social assistance. Introducing a minimum income would act as an economic incentive to seek work. 

Currently Georgia has no special activation measures for social assistance claimants. However, in order to get social assistance, persons must apply for the unemployment registry (but there are no unemployment benefits nor unemployment social insurance). Individual career plans formally are concluding with these persons but no special activation programs. In fact, the activities of the Employment agency were only recently launched, and they are seeking for the development (creation of activation programs, social insurance etc). Consequently, there are no sanctions for social assistance if claimants refuse to participate in activation measures. There are currently no public works for targeted social assistance claimants
 
For the targeted social assistance, means tests are applicable. Agents from the Social Service agency check only official income from the database of the tax revenue office. Informal income is not taken into consideration. In addition, welfare of the person (on-site) is checked as well. There is no income disregard for officially declared income. However, first year targeted social assistance is paid unconditionally (persons can work and get social assistance). From the second year, only smaller support from municipalities can be paid (but social allowance for children are continuing to be paid). From third year, persons need to apply for the targeted social assistance again.

A major obstacle for development of activation policies in Georgia is the fact that there is no unemployment benefit systems. Social assistance is often wrongly equated with unemployment benefits (Diakonidze 2020a). The aim of social assistance is to prevent household poverty while unemployment benefits offer income support for the lack of earned income. More importantly, social assistance is a household level benefit while unemployment benefits are individual. 


VII- [bookmark: _Toc57040479]Recommendations and future work

The Government of Georgia’s National Strategy 2019-2023 for Labour and Employment Policy aims to activate the members of socially vulnerable families and promote employment through the Active Labour Market Policy. The Government will improve the link between employment and targeted social assistance programmes. One of the main components of the policy is to mandate that those who will be involved in targeted social assistance programme have the obligation to register a jobseeker family member at the Labour Market Management Information Portal (www.worknet.gov.ge). 


The following principles (A to E) outline directions for future work towards detailed recommendations for promoting employment among social assistance recipients in Georgia.

[bookmark: _Toc57040480]Principle A: Balance between opportunities (public employment support) and obligations (sanctions) for recipients of social assistance
1) A minimum wage (more precisely: a substantial raise of the current one) should be introduced to encourage social assistance recipients to accept more job vacancies. This is also a social right according to EU recommendations and to the European Social Charter. Models for calculating minimum wage should be elaborated. In its proposal of a directive, the European Commission reminds stakeholders that "the use of indicators commonly used at international level, such as 60% of the gross median wage and 50% of the gross average wage, can help guide the assessment of minimum wage adequacy in relation to the gross level of wages". A recent comprehensive study from the US shows that introducing minimum wage does not reduce employment (Cengiz et al. 2019).

2) An unemployment allowance system could also be introduced for those social assistance recipients who are able to work (unemployment allowance may later be complemented with unemployment insurance system, cf. COVID-19 measure for unemployed).

3) Activation also refers to public works, employment programs and better targeting of social assistance.

4) The balance between rights and obligations also means sanction policies should be developed to promote participation in activation measures and facilitate transitions from welfare to work.

As for future activities, more research into minimum wage models, unemployment allowance schemes, activation programs and sanctions policies are needed together with meeting and consultations with Georgian social ministry officials, finance ministry officials and social partners. 

[bookmark: _Toc57040481]Principle B: Improve the link between social assistance and employment policy (including fighting against informal economy)
1) Reforms could aim at developing activation framework for those social assistance recipients who are able to work. Hence the focus should be put on employability, not unemployability.

2) Some "easy" measures could be put in force to support transition from welfare to work (e.g. one-time allowance for transportation to go to work, for special instruments for work, for child-care solutions especially for single parents…)

3) There are analysis and choice to be made in order to combine in the best way work income with social assistance (income disregard). See different activation models above.

4) The reduction of informal work is a key issue, which includes development of legislation and monitoring practices among social assistance recipients.

The sanctions for illegal work (which shall encompass the subordinate work without contract of employment and bogus self-employment) shall be dissuasive and effectively placed not on natural persons (being responsible employees of the company which used illegal work) but on the companies. It may also include the obligations to compensate the unpaid social insurance contributions and unpaid income taxes of the natural person in question. The environment of zero tolerance of informal work could also be expanded to include the temporary ban to participate in the public tenders, to receive state aid or financial support for economic activities or other negative consequences.  

As for future activities, more research into employability, social assistance policy implementation, social assistance income disregard, and informal work are needed together with meeting and consultations with Georgian social ministry officials, finance ministry officials and social partners. 

[bookmark: _Toc57040482]Principle C: Involve municipalities in the distribution of employment activation programs and social assistance measures
1) In line with the decentralisation strategy of Georgia, municipalities should be empowered as part of the decentralization initiative to monitor social assistance recipients informal work and create official jobs the recipients, but also in the field of distribution, control and public works. 

2) Close cooperation between central and local municipalities is needed, as well as empowerment of the local employment initiatives through national budget (including local communities’ initiatives as well).

Future engagement of the experts could be useful for the investigation of the possibilities of the more effective involvement of local municipalities, the meetings with representatives of the Ministry of Finances, the State Social Agency and the local municipalities would be useful, in order to obtain their positions with regard to more active participation in providing financial social assistance at local level to those who require it most. The further analysis may reveal the direction in actions for more active role of municipalities in providing more effective distribution of the benefits and control and engagement of beneficiaries.

[bookmark: _Toc57040483]Principle D: Involve employers and social partners in the implementation level
1) Companies should be obliged to register job vacancies. 

2) Social partners have a role to play in discussing and setting minimum wage. 

3) Stakeholders and authorities could invest in a wide range of active labour market programs (ALMPs) through Labour Market Management Information Portal with trainings, subsidized employment and public works. 

4) All activation programs should be implemented with a gender balanced approach. A focus could be put on specific issues that women face in particular (childcare, involuntary part-time employment…) to promote reconciliation of work and family life.

Future research and analysis could be done at the level of single companies and social partners (trade unions, employers’ organizations) in order to obtain the data on their involvement in implementation of activation measures. Their insights could be useful in projecting future steps such as interchange of information on job vacancies and registered candidates (unemployed), dissemination of the information on labour supply and demand at the local level and the level of industry.

[bookmark: _Toc57040484]Principle E: Adequate financing/monitoring of employment initiatives
1) Such an activation policy needs to define sources of financing (including unemployment allowance  system), by taxes or by social contributions (by employers and employees), in a tripartite approach, with the State (eg. monitoring and evaluation of budget). 

2) Benefits of formal work should be pointed out, to make all stakeholders aware of all its advantages, in terms for instance of pension rights, entitlement to unemployment insurance, coverage of occupational diseases and accidents.

3) An activation policy also requires regular monitoring and forecasting of the labour market (eg. identifying emerging jobs, like such as "Green jobs").

As for future activities, more research into financing of social protection and employment promotion measures, promotion of formal employment and activation policy monitoring are needed together with meeting and consultations with Georgian social ministry officials, finance ministry officials and social partners.
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