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Abstract

This paper is related to the puzzle of an observed unduly low take-up rate for social assistance
benefits in France. In order to investigate this phenomenon, we conduct an experimental
evaluation in the form of a Randomized Control Trial involving the influences of
informational complexity and availability. We examine the impact of a change in the
information set which is sent to these households just after they claim the benefit, seeking a
behavioral response to this particular ‘nudge’. Our findings suggest that costless actions on
the part of program administrators are able to substantially increase take-up for certain types
of beneficiaries. In order to be effective, these actions should target households according to

their individual attributes.
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Introduction

In 2009 the regime of means-tested, social assistance benefits in France underwent a profound
transformation with the introduction of a new benefit called the Revenu de Solidarité Active
(RSA - the Solidarity Earned Income Supplement), which replaced its longstanding
predecessor known as the Revenu Minimum d’Insertion (RMI — Minimum Integration
Income). With an eye towards strengthening work incentives and avoiding the well-known
and socially and economically harmful ‘welfare trap’, the new income-support benefit was
designed to sharpen the incentives for recipients to earn labour market income. More
specifically, on the margin increases in labour market income earned would no longer be
clawed back by an offsetting reduction in social assistance transfers. The aim was to
guarantee that returning to work, or increasing the number of hours worked, would
unambiguously increase the total income received by poor households. An unexpected and
disconcerting effect of this reform, however, has been an apparent decrease in the overall
take-up rate among poor households. Indeed, a study conducted by the evaluation council of
the RSA that assessed the incidence of take-up of the new benefit concluded that 68 % of the
newly eligible beneficiaries did not take-up their benefits (Domingo and Pucci, 2011). The
extent of this phenomenon of what was viewed as unduly low take-up resulted in the
development of another new reform labelled the “prime d’activité” (activity bonus) that was

implemented in 2016.

The non-take-up of social benefits, which is a major concern for other countries as
well as France, implies that social policy measures targeted at vulnerable social groups often
fail to reach these intended beneficiaries, which undermines their objectives of alleviating
poverty (i.e. the passive function) and ultimately facilitating integration or re-integration into
the labour force (i.e. the active function). In addition to these policy challenges, it poses an
economic puzzle. The fact that a significant number of potential beneficiaries fail to take-up
benefits or to maintain their eligibility — especially in the form of income transfers — runs
directly counter to rational choice making according to standard neo-classical microeconomic
theory. This phenomenon remains a puzzle both from a public policy perspective as well as

from an economic behavioural point-of-view.

Several competing economic explanations as to why eligible beneficiaries fail to take-
up income benefits (or to maintain eligibility for them) have been proposed in the economics

literature. In our paper we evoke three channels in no particular order. First, they might not
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know that they are eligible because the relevant information is simply unavailable to them, as
suggested in the application of Daponte, Sanders, and Taylor (1999). This effect involves
little more than the non-transmission of information. The second possible channel is that they
are aware of their eligibility, but upon weighing the perceived costs against the perceived
advantages, they decline to participate. Those costs might involve the social stigma
associated with enrollment, as suggested by Currie (2006) and Moffitt (1983), or they might
consist of transactions costs, as suggested by O’Donoghue and Rabin (1999). The third
channel invokes the behavioural economics approach. To the extent that this choice is not
rational from a purely neo-classical decision-making perspective, this approach, with its
emphasis on psychological, sociological, and neuro-scientific barriers, might be applicable.
Potential claimants might know that they are eligible, and they might be tempted by the
benefits, but they fail to take up the benefits for reasons such as procrastination or
psychological aversion to program complexity. The former factor is central to applications
involving savings behavior authored by Jones (2010) and Madrian and Shea (2001). The
latter factor is central to an application involving social assistance by Bertrand, Mullainathan,
and Shafir (2006). The relative applicability of these three distinct channels is an interesting
question for applied economic research, but they are particularly important for public policy

analysis because they involve sharply different policy repercussions.

The primary objective of this paper is to conduct an empirical investigation of the
phenomenon of non-take-up couched, for the most part, within the framework of behavioural
economics. Our methodological approach is experimental evaluation in the form of a
randomized controlled trial (RCT). This technique is increasingly utilized in the realm of
behavioural economics to analyse the prevalence of human tendencies that appear to be
inconsistent with the predictions of the basic neoclassical, utility-maximization model. To
mention just a few well-known applications, the RCT methodology has been used to study
information and social network effects on retirement planning decisions (Duflo and Saez
2003), vaccination against diseases (Milkman et al., 2011), tax compliance (Hallsworth et al.,
2014), school choice and the associated academic achievement outcomes (Hastings and
Weinstein 2008), and older workers’ choices regarding labour market participation as they
relate to the provision of information regarding Social Security provisions (Liebman and
Luttmer, 2015). In such applications, the intervention of the experiment often consists of
conveying minor changes in the presentation of information and observing subsequent

responses.



Our outcome variable for the RCT is not the initial choice among the eligible
population to apply for RSA benefits, but rather the choice to abide by the program's
regulations in order to maintain eligibility. Specifically, shortly after taking up RSA benefits,
recipients are required to meet with a case-worker under the threat of losing their entitlement
to benefits. A non-negligible number of recipients place the benefit entitlement in jeopardy by
failing to comply with this requirement. As such our results pertain not to the initial take-up
rate, but rather to the continuation rate conditional on initial receipt.

It is thought that one important explanatory variable driving the phenomenon of non-
take-up (or non-continuation in our case) is the quantity and the nature of the information that
potential beneficiaries have. Following the technique adopted by Bhargava and Manoli
(2015), we employ a protocol that changes in exogenous fashion the information provided to
beneficiaries. Employing the technical term attributed to Sunstein (2014) and Thaler (2015),
we apply two distinct “low-touch” nudges to two separate treatment groups. As explained in
the survey paper by French and Oreopoulos (2016), ‘low touch’ nudges involve small tweaks
to the modes of communication, which are generally cheap to implement and focus on making
decisions more salient and simpler for the individual to notice and comprehend.! We are able
to test for the applicability of the latter two of the three behavioural channels that are
mentioned above. With respect to the second one, one of our protocols provides additional
information that is germane to the valuation of both monetary and non-monetary aspects
associated with participation that might counteract the effects of stigma and change the trade-
off between costs and benefits of the decision to participate in the interview. With respect to
the third channel, our protocol involves only a simplification of the information provided to
the beneficiaries, which has been found to generate important effects in other well-known
experiments, such as those conducted by Bettinger et al. (2012), Chetty and Saez (2013), and
Saez (2009).

The RCT was carried out in the French department of Seine-et-Marne (Seine and
Marne), which is located within the metropolitan Paris area southeast of Paris proper and
accounts for about 11 % of the population of the metropolitan Paris area. This geographical

and administrative unit can be thought of as a county. Seine-et-Marne consists of a mix of

! In contrast “high-touch” nudges involve significant changes to the individual’s environment and often include
personal interaction.



urban and rural areas and is relatively large in terms of population (1.4 million inhabitants)
and geographical area. In France, it is the departmental unit that administers the income
support programs on behalf of the Federal government. Given this institutional framework,
we are able to obtain and exploit data that are specific to this department yet are nationally
uniform in terms of reporting practices, organizational structure, and content. Given the
characteristics of the data set and the fact that Seine-et-Marne is a representative department,
our results should be applicable to much of France.

The intervention itself consists of two fairly minor modifications of the content of the
official letter which is sent to beneficiaries that convokes them to confer with a case-worker.
The measured outcome is the event of participating in these counseling services. We find that
this relatively mild intervention increased that participation rate by 12 percentage points
relative to a control group. This impact was limited to young male subjects, however. Our
preferred interpretation of the results is that participation is influenced by the content of the
information provided by the mailing as it relates to the individualized needs of the claimant.
In our context, if young men have a greater capacity and availability for job search, due
perhaps to facing lighter family responsibilities, they might be more interested in obtaining
information pertaining to active labour market policy measures provided by the case worker
than what would otherwise be the case. The policy repercussion is that interventions like this
can prevent certain beneficiaries from being disentitled to income benefits, which in turn
would raise the continuation rate (or lower the disqualification rate) for the receipt of social

assistance benefits.

The first section of the paper provides some background on the institutional apparatus
for the French social assistance income support regime and the associated phenomenon of
non-take-up. The second section presents the experimental design and the empirical

framework. The final section presents the results and offers interpretations.

I.  Background information on income support regime

a. Program structure and summary

During the year of 2014, the French social assistance program disbursed more than €10 billion

in benefits to nearly 2.5 million people.? It is administered at the county level, but the criteria

2 This was the stock of beneficiaries at the end of 2014.



for eligibility, the provisions, the appertaining regulations, and the financing are determined
nationally. Entitlement is assessed at the family unit, defined as either a single individual or a
couple, and includes all dependent children under the age of 25. The definition of the
household is the legal familial situation. To claim these benefits, individuals have to declare
their financial resources and provide information upon which entitlement is calculated. This

form has to be completed, updated, and filed every three months.

This regime consists of two components: basic income support and additional income
support. The basic income benefit is paid when the household receives no income stemming
from employment. The amount provided is a demogrant that varies according to the
composition of the family. In the case of a childless, single individual with no earned income,
the basic monthly benefit is € 499.31, while it is increased to €748.97 for a single individual
with one child. If a family unit benefits from a housing allowance, owns its home, or receives
free housing, a flat-rate amount is deducted from the benefit. The second component
(Additional income support) is paid to people earning some income from employment but
who still have sufficiently low income in order to be eligible. This component permits the
household to keep €0.62 for each additional euro of income earned from employment,
implying a clawback rate of 38 %.

The overall income support benefit is paid only to individuals whose monthly
entitlement is assessed at more than 6 euros. An age criterion for eligibility also applies; an
individual must be older than 25, with the exception of single parents who are under 25.
Finally, there are also special eligibility rules for people who are not French citizens. For
instance Europeans citizens must have lived in France for at least three years prior to the date

of their claim.

b. The steps required for new entrants to the RSA

The receipt of the benefit is contingent on a number of requirements. In order to
facilitate integration into the labour market (i.e. a return to work), the beneficiaries are
monitored. For this purpose each new entrant in the program is assigned a case-worker who
is charged with following him/her for the duration of their claim. The beneficiaries receive a
mailing from the departmental agency that administers the RSA regime a few times after
entering the program and commencing with receipt of benefits. This initial letter instructs

them to establish contact with their particular case-worker within seven days, after which a



subsequent mailing is sent to those who have not yet contacted their case worker.® After that
initial contact, he/she has to make an appointment for an interview in order to assess their
social situation and vocational/professional profile. More specifically, social needs such as
the provision of child care and transportation, as well as the skill set and educational
attainments, are assessed. The result of the interview will determine the type of assistance
and counselling with which the beneficiary will be provided in order to be successfully
integrated — or re-integrated — into the labour market. The next step is for the beneficiary to
sign his/her commitment contract with the administration. It stipulates the reciprocal
commitments made by both parties regarding the reintegration, which reflect the profile of the

beneficiary. It is valid for six months and must be renewed at the end of that period.

An important point for our analysis is that these administrative steps are required in
order to continue receiving the benefit. The beneficiary can be removed from the program,
and hence disentitled to benefits, if he/she fails to carry out these steps and/or fails to respect
the terms of the commitment contract. In the year 2012, of the inflow of 8,766 new entrants
to the RSA regime in the department of Seine-et-Marne who received the mailing, 35%
(3,068 individuals) failed to participate in the guidance interview. That specific event is the
outcome of interest for our study, but we employ more recent data. In that same year (2012),
the department of Seine-et-Marne deliberated on 4,147 cases of possible suspension of
benefits — some of which dated back to 2011. 36.5 % of those cases (1,514 individuals) have
effectively been suspended from receiving benefits, the primary reason for which was failure
to show up for the guidance interview. Nearly 42 % (636 individuals) of the cases of
effective suspension are due to that justification, which translates into a rate of suspension of
about 20 % (636 individuals of the 3,068 individuals who did not participate in the guidance
interview), despite the enhancement of the administrative controls.* To summarize these
figures, the non-participation rate for the interview was 35 %, the overall incidence of
effective suspension was 37 %, 42 % of these suspensions were for that reason, and the

suspension rate for those who did not participate was 20 %.

The other reasons for disentitlement are: commitment contract not signed,

commitment contract subsequently not honored, commitment contract not renewed, and/or

* Since a reminder notice is sent to them on the seventh day, technically the time limit of seven days to contact
the case worker is not strictly observed. Suspension does not occur for households that slightly exceed this
limit.

* Note that this estimate may not be exact as some case of suspension may concern the beneficiaries of 2011.



removal from the rolls of the national employment agency (called “le Pole Emploi”).” The
corresponding figures for the preceding year of 2011 were of the same order of magnitude,
despite the fact that the flow of new entrants was greater. In that year 57 % of the cases of

effective suspension were due to the failure to partake in the guidance interview.
c. Non-take-up of social assistance benefits

Although the phenomenon of non-take-up at the initial stage of the application process
was our initial research motivation, we do not deal with it directly for several reasons. First
and foremost, as is the case for many social insurance programs, accurately measuring and
modeling the take-up rate, which is typically calculated as the ratio of the number of actual
beneficiaries to eligible individuals/households, is empirically challenging. The difficulty
stems from the fact that while the quantity in the numerator is drawn from very reliable
administrative data, the corresponding quantity in the denominator is not usually available
from that source. A common strategy to deal with this difficulty is to conduct surveys that
hopefully are representative of the targeted, eligible population. One procedure is to link the
two data sets - each containing the relevant data series - together in order to estimate that ratio
and conduct further empirical analysis.® Another procedure is to retain the sampling structure
of the broad survey, but to import the relevant administrative data into the survey. A third
alternative procedure that is sometimes feasible is to collect all of the relevant information

directly in the survey.

With respect to the former social assistance regime (the RMI), published estimates of
the overall rate of non-take-up vary considerably. Terracol's (2002) analysis suggested a rate
of 35 %, while Domingo and Pucci (2012) estimated a 50 % non-take-up rate for the RSA
regime in 2010. These calculated rates mask great disparities between those estimated for the
basic income support component, for which the rate was estimated to lie between 29 % and 35
% (Chareyron 2014), and those estimated for the supplemental income support component,

for which the rate was estimated to be much higher at 68 %. In a similar vein, another study

> There is some overlap in the beneficiaries of the RSA and those of the “Pole Emploi”. Registration with the
latter is required in order to access unemployment insurance benefits, and they also provide the active labour
market policy programs. Members of the overlapping group likely had prior work experience.

® In the ideal construction, the set of subjects represented in the numerator is a strict subset of the set of
subjects in the denominator, and all subjects in the denominator must meet the eligibility criteria.



by Chareyron and Domingues (2016) estimated that in 2012, 18 % of the eligible homeless

population was not receiving benefits.’

We have argued above that measuring the overall non-take-up is problematic for statistical
reasons. Furthermore, while modelling would yield information useful for understanding the
underlying factors, it is not clear that it would be linked in direct fashion to public policy
recommendations for reforms. We narrow the scope of our study by analyzing a facet of the
overall take-up rate, namely the continuation rate. The outcome of interest is the incidence of
non-compliance with the requirement to meet with a case-worker. As mentioned above, they
risk being disentitled to income benefits. When this event occurs, they are removed from the
stock of beneficiaries while still remaining in the stock of potential beneficiaries, thus

lowering the stock-based measure of the take-up rate.

The research strategy that we adopt is quite suitable for analyzing that outcome. The RCT
method is appropriate for the purposes of both analyzing the effect of feasible, practical,
policy-related actions and investigating the underlying behavior. The advantages of our
research design include the fact that we deal with a well-defined and easily observable
outcome, and we achieve identification through randomization. As an RCT is generally
conducted by an administrative operator of a social insurance program, all of the at-risk

population is observed, although its application is conditioned on initially participating in it.

II. Research Design

a. Experimental Sample

As explained above, our analysis does not involve the initial take-up rate at the point
when potential beneficiaries first file their claims, i.e. the take-up rate relative to the inflow.
We focus on the outcome of participation in the required interview and the establishment of a
contract with the agency — an event that is observed and reported with complete accuracy.
The experiment consists of an intervention aiming to improve participation in the guidance
interview. The sample consists of households from Seine-et-Marne who entered the income

support program between October 2014 and March 2015 (except for beneficiaries depending

7 This particular population was not included in the previous estimates of non-take-up to the income support in
France (Chareyron 2014; Domingo and Pucci 2011) and is generally not included in any estimates of non-take-
up (Bargain, Immervoll, and Viitamaki 2012; Riphahn 2001; Tempelman and Houkes-Hommes 2015).



initially on the employment agency, known as the “pole Emploi”’). The sample is comprised
of households eligible for the income support program. During the six months of the
experiment, 4,032 households were followed, of which 2,332 were headed by males, and
1,700 were headed by females. The mean and the median ages were 35 years and 32 years,
respectively. Age, sex and city of residence are the only household characteristics of which

we have knowledge.

b. Hypotheses

We formulate four hypotheses to explain why some beneficiaries do not follow the
regulations in order to ensure continued receipt of their benefits, the first two of which appeal
to behavioural economics. The first proposition is that beneficiaries may have difficulties in
understanding the message of the letter due to low reading skills or to a lack of attention. The
second conjecture is that beneficiaries may have decided to claim the benefit without knowing
that they would be obligated to follow a complex (at least in the eyes of some) process upon
filing the initial claim. Upon learning of this obligation, they reassess the concomitant cost
and fail to comply. The third possibility is the impending threat of suspension that
beneficiaries face if they fail to participate might not be viewed as credible. Indeed, we
mentioned rough evidence above that the average probability of being sanctioned is below
0.5, but it is unknown what the perceived probability is in the minds of the recipients. The
last possibility is that the elapsed time between the commencement of benefit receipt and the
occurrence of the interview may be so long that the household that was initially eligible is no
longer eligible (for some other unknown reason) by the time of the scheduled guidance
interview. Due to the confines that are imposed on us by the sample size and the research
design possibilities, we can address only the first two hypotheses.

c. Experimental protocol

The experiment was launched in September 2014. Formal mailings were sent by the
Conseil General de Seine-et-Marne (General Council of Seine and Marne) in the usual way:
by sending formal requests through the postal service to the new beneficiaries at the end of
each month. The experiment consisted of two variations in the content of the mailings.
Subjects were either sent the standard letter or one of two alternative letters. Since all of these
mailings sent by the General Council are official, formal letters, there are still particular
constraints that apply to their content and format. The mailings consisted of a one-page, one-
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sided enclosure (i.e. the notice itself) that was sent in an envelope. The notice informed the
new beneficiary that he/she would be referred to a single case-worker and followed by that
person for the duration of the period of benefit. The beneficiary was obligated to contact this
case worker within seven days. The letter presented the steps which had to be completed,
explained their purpose, and indicated the sanction that could be incurred in case of non-

compliance.

The hypotheses that we investigate pertaining to the choice of whether or not to
participate in the guidance interview involve the behavioural bias commonly labelled as
“inattention” in the literature. Although all subjects were aware of the existence of the income
support program, as they had successfully filed claims, households may have an erroneous
view of the eligibility validation process as well as the steps that they have to follow in order
to continue receiving benefits. To provide one example, they may not be aware that the
absence of a signature on the commitment contract, which is discussed and drafted during the
guidance interview, can lead to suspension of benefits. Upon becoming totally informed of
their obligations, they might upwardly re-evaluate the costs that they face and decide not to

participate in the guidance interview.

The control group receives the usual letter of initiation, while the two treatment groups
receive an informational “nudge”. The first treatment consists of receiving a letter that is
written such that the information that it conveys is easy to understand, thus simplifying and
clarifying the standard letter. While it contains only the most essential information, it still
indicates the requirement that is mentioned above. This informational nudge is a case of
“applied simplification”, as labelled in Bhargava and Loewenstein's (2015) brief essay on the
role of behavioural economics in public policy. One counterfactual scenario is that recipients
experience a high (real or perceived) cost of reading the usual, standard form and/or of setting
up the meeting, and actively choose to ignore the form. This could be due to a ‘mental
bandwidth deficit’, described in Mullainathan and Eldar Shafir (2013), whereby certain
individuals have a low cognitive ‘bandwidth’ to devote to thinking about choices involving
tradeoffs. This trait is thought to be exacerbated by stressors associated with living in the state
of poverty. The exact nature of the behavioural bias in this case is inattention. The causal

effect would operate through reducing the real or perceived costs of reading the form.

The other counterfactual scenario is that the recipients follow routines/rules of thumb

such that ignoring most forms that they receive is just their default behavior. This behavioural
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bias is not really associated with inattention but with a ‘system-1-type’ choice-making
procedure, i.e. one made without deliberate thought. The causal effect would involve a
behavior whereby ignoring (apparently) non-trivial letters is their default choice while
ignoring really simple ones is not. Our research design and data availability do not allow us

to discern between these two interpretations.

The second treatment consists of receiving a letter that is designed to highlight the
potential benefits that are involved with participating in the guidance interview. This
informational nudge is a case of “informational salience”, again borrowing from Bhargava
and Loewenstein (2015). By rendering the unexpected benefits more salient, it is designed to
investigate whether this provision of supplemental information can play a role in inducing
them to participate in the guidance interview. More specifically, the mailing highlights both
features of the programs related to the receipt of the income benefit as well as the support
measures that can facilitate the re-integration into the labour market. The programs and
measures that accompany income support, such as the public transportation benefit in the lle-
de-France (i.e. greater Paris) area (labelled the ‘FGT’), are not always well-known.® It
mentions that the beneficiary has a right to receive this free public transportation benefit. It
also explicitly mentions that the beneficiary will be followed by a single case-worker in order
to develop an action plan involving counselling and/or personal or professional training
tailored to the beneficiary’s profile, thus ensuring continuity. The counterfactual scenario is
that recipients face the tradeoff associated with participating in the guidance interview with a
‘bandwidth’ deficit such that they do not contemplate the potential benefits. The causal effect
would operate through the consideration of information such that the perceived net costs of

participating in the interview are reduced.

Original Mailing Simplified Mailing Salient Information
Mailing

® The results of a survey conducted in the department of Seine-et-Marne have shown that 23% of households
eligible for FGT are not even aware of the existence of this program. (Anne and Chareyron 2017)
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The three letters are displayed in figure 1. All of them explicitly state the requirement
to participate in the guidance interview as well as the penalty for failure to do so; the process
of disentitlement will be launched. Note that we do not change their appearance nor their
format, which are subject to regulatory specifications. We update only the information that
they contain in order to assess the effects of a particular message and wording for the choice

of whether or not to participate in the guidance interview.

We randomly assigned subjects to receive one of the three notices (the original letter,
the simplified version, and the salient information version), such that the sample sizes are
equal and the mean household characteristics of age and gender are equal across the three
groups. The causal effect of the information that is conveyed is determined by comparing the

participation rate of the three groups.

A series of balancing tests in the form of regression equations were conducted in order
to verify the extent to which the randomized selection process produced balanced treatment
groups with regards to our observable characteristics. The results presented in Appendix
Table Al show no statistically significant difference in the mean values between the three
experimental groups for the age variable. That finds also applies to the derived variable of the
transition rate between labour force inactivity and activity. In the case of gender, however,

there exists a statistically significant difference in the compositional shares between the
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control group and the first treatment group. The group that received the simplified letter has a

lower share of women.

Figure 2 shows the relative frequency distribution calculated from our sample in
elapsed time between the mailing of the letters and the event of the guidance interview. It
ranges from O to 69 days after the receipt of the mailing, with a mean (median) of 18 (17)
days and a standard deviation of 9.1 days. The long durations that are observed for some
households are mainly due to the fact that beneficiaries might have had to wait before the
interview can be arranged, even if they contacted their case worker within the seven-day

interval.

Figure 2: Distribution of elapsed time between the sending of the letter and participation
in the guidance interview

o0}
O

Density

0 20 40 60 80
Number of day relative to mailing sent

Notes: This figures depicts the relative frequency of new entrants in the income support program who participate to the
guidance interview each day following the sending of the mails.

Sources: Data were provided by the General council of Seine-et-Marne.

1. Results
a. Response to Experimental Treatments

14



The findings presented in Table 1 pertain only to the control group. The figures
represent the participation rates for the guidance interview cross-tabulated by age and gender.
The estimated standard errors appear in parentheses. Overall only 55 % of the households in
the control group participate in the guidance interview, despite the risks that are mentioned in
the discussion above. At first glance it appears that this participation rate does not vary much
with the age or the gender of the respondent. The null hypotheses of no differences between

the groups cannot be rejected.

Table 1: Participation rate of the control group by age and gender

All Males Females
Younger than 28 53.8 55.3 52.8
(49.9) (49.9) (50.0)
28 or older 55.5 54.4 56.5
(49.7) (49.8) (49.6)
All 55.0 54.7 55.4
(49.7) (49.8) (49.7)

Notes: This table presents the participation rates of the control group cross-tabulated by age and gender.

Table 2 presents the differences in participation rates between the control group and
the two distinct treatment groups for the entire sample as well as the breakdowns by age and
gender. The null hypothesis for each cell is the absence of any difference in the incidence of
this outcome between the two respective groups. Significance levels are based on bilateral
non-parametric tests of equality between two proportions. Compared to the control group, the
overall participation rate is, as expected, higher for each of the two treatment groups, but
these discrepancies are not statistically significant. This absence of significance at the
conventional levels could be due to a lack of statistical power of the estimation. Given our
relatively low sample size, we have less than a 30 % of chance of rejecting the null hypothesis
at the 10 % level for an estimated 2 percentage-point difference in the estimates between any
two groups. Based on those findings, we assert that the impacts of the variations in the

mailings are not substantial for the entire sample.
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We now turn our attention to an analysis based on less-aggregated control and
treatment groups that are categorized by age and gender. There does appear to be a strong
effect for the salient information letter among men younger than 28 years. Among the sample
of younger men, the participation rate for that treatment group is 11.6 percentage points (and
22 %) higher than the corresponding figure for the control group. The participation rate of

these households reaches almost 67 % compared to 55% for the control group.®

None of the other comparisons of the participation rates yield statistically significant
differences between the treatment groups and the control groups. We discern no patterns
involving either the female samples or the older samples (i.e. over 28 years of age). The
simplified mailing does not bring about a statistically significant increase in the participation
rate. As we noted above, due to our fairly small sample sizes, the estimation procedures lack
power. The estimation on subpopulations that are conducted here were planned before the
beginning of the experiment which limits the increase in type 1 error that induce multiple
comparisons. But the results are not significant using the conservative Bonferonni correction

for multiple comparisons. Thus even significant results should be viewed with some caution.

Table 2: Participation rate comparisons

Pairwise Whole Males Females
comparisons sample
Younger 28 and older Younger 28 and older
than 28 than 28
Simplified 0.66 3.12 -1.36 0.57 0.00
Mailing (2.12) (5.77) (3.95) (4.93) (3.60)
Salient 1.32 11.55 -1.76 0.68 -2.44
information
Mailing (2.19) (5.67) (4.25) (4.59) (3.56)

Notes: This table presents differences between participation rates for the control group and participation rates for the
corresponding treatment groups. Bold characters mean that the estimated difference is significant at the 5% level. Robust
standard errors clustered at each city in parentheses.

b. Interpretation of findings

° In our global sample, there are 394 subjects whose birth date is unknown. These subjects are excluded from

our primary analysis. Restricting our calculations to only this sample, the participation rate for the salient
information mailing is almost 10 points higher than the corresponding figure for the control group, and the null
hypothesis can be rejected at the 10 % level of significance.
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Our experiment generates empirical patterns according to gender and age group. We
discern a strong and positive effect on the participation rate only in the case of the salient
information mailing (i.e. the second treatment), and that impact only applies to the sample
composed of young men. Note that it is not unusual to obtain results which vary by age and
gender in RCTs consisting of informational variation provided to subjects. For instance,
Liebman and Luttmer (2015) conducted an RCT that dealt with the Social Security Regime of
the USA, which is their primary public retirement pension program. When they varied the
information that was provided to older (yet still active) workers regarding key provisions,

they uncovered a stronger impact for women than for men.

In order to interpret our result regarding younger men, we investigate the labour
market outcomes that might be specific to that particular group. We utilise the French Enquéte
sur [’Emploi (the Labor Force Survey, which is the equivalent of the CPS in the USA) in
search of possible behavioural explanations for the discernable increase that we estimated for
that sample. Figure 2 presents variations tabulated by age in the quarterly rate of transition
between the states of labour market inactivity and employment, with a separate curve for each
gender in order to facilitate comparisons. It shows that for men, the maximum transition rate
of 14 % is reached at age 28. By contrast the transition rate for women is lower at almost all
ages, and it reaches a peak of 11 % at about 26 years of age. The position of these curves
suggests that among younger inactive individuals, men tend to exhibit a higher propensity to
gain employment than their female counterparts. It is possible that they are better positioned
to search for employment due to factors such as health or family responsibilities, or lack
thereof for the latter factor.

In support of this interpretation, we appeal to questions contained in that survey that
explicitly address the job search intensity of unemployed workers. The Labor Force Survey
shows a negative correlation between the age and the number of applications sent out in
searching for a job as well as an indicator for training activity following unemployment.*
This is confirmed by the study of Gossiaux and Pommier (2013), which shows a decreasing
relationship between the incidence of professional training and the age of both unemployed
workers as well as inactive workers. The study indicates also that cost and familial
responsibilities are the main reasons provided by those who drop out of training programs.

Younger men might be more interested and influenced by information pertaining to the active

% These tendencies are in line with those find on the employed by Demailly (2016).
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aids facilitating labour market integration than is the case for other inactive groups. The new
information that is provided in the salient information letter might lead some young men to re-
evaluate upward the value of the option requiring participation in the guidance interview. The
updating of the perceived benefits might now offset the unexpected cost of the multistep

process about which many appear to be apprehensive.

Because we discern no empirical results regarding the treatment of the simplified
letter, we suggest that a failure to participate in the guidance interview does not appear to
result from a problem of misunderstanding the essence of that letter. As explained above, the
standard, original letter is already pretty brief, and it contains little more than a basic message
- namely that the recipient only needs to contact their case-worker — which is tied very
directly to our outcome variable. Recipients with serious reading or comprehension
difficulties may already have been flagged at the initial stage of their claim to the income
support program and may be rare in our sample of beneficiaries. For those reasons, recipients
with those characteristics are probably not reflected in our results.
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Figure 1: Quarterly rates of transition between inactivity and employment in France
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Notes: Rates of transition are calculated for a moving segment of 500 households sort in ascendant order of age. Lecture:
14% of 28 years old inactive men in the third quarter of 2012 are in employment in the last quarter of 2012.
Sources: Labor Force Survey 2012.

Conclusion

This study consists of an experimental field experiment that was conducted in order to
investigate the puzzle of an unduly high non-take-up rate for social assistance benefits in
France. We focused our attention on one dimension of the topic of take-up, namely the
exclusion of recipient households from the program, i.e. disentitlement to receiving benefits,
subsequent to the initiation of benefits stemming from a failure to comply with a critical
regulation. Taking a perspective drawn from behavioural economics, we tested two
hypotheses related to the behavioural bias of inattention, whereby individuals have a tendency
to overlook important decisions. In the spirit of behavioural insights often associated with
Sunstein (2014) and Thaler (2015), our experiment consists of generating two informational

“nudges” taking the form of two minor and subtle variations in an official letter that were sent
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to randomly selected groups. These letters notified beneficiaries of an obligation to present
themselves to an interview with a case worker under threat of a cutoff in benefit receipt. The

event of compliance is the outcome variable.

Our findings indicate that the mailing informing recipients about the advantages (in
the form of active labour market policy benefits) related to the passive income support
benefits increases substantially the participation of young men in the interviewing process.
This result appears to be restricted to this particular sample, however, because the estimated
effect is not significant for either the entire sample or for other subsamples. We suggest that
this contrasted result may be the consequence of the greater observed propensity of inactive
young men to join or re-enter the labour force compared to the samples of older men, older
women, and younger women. The other letter, which consisted of a simplified version, does
not appear to have statistically significant effects on the variable of participation in the

guidance interview.

Our findings suggest that the take-up of social assistance benefits, through the channel
of avoiding disentitlement to benefits and thus ensuring continuous receipt, can be increased
by the simple and costless action of providing just a bit more information in regards to extant
but often unknown related benefits. Depending on the nature of these highlighted benefits,
the action may have a greater impact on certain segments of the inactive population. Our
results suggest that governments have little to lose by providing further information about the
set of benefits — typically taking the form of activation measures - accompanying the social

assistance regime.

We note that in contrast to some of the existing research on the issue of non-take-up,
which is focused solely on the behavior of beneficiaries, a policy repercussion of our analysis
places some onus on the design and administration of social assistance programs. The quality
of the information transmitted to recipients and the response times of the administration likely
play some role in the non-take-up and non-continuation phenomena. Ideally information
should be suited to the particular needs of the recipients and is therefore likely to improve
their access to these benefits. Indeed the objective of the guidance interview is to learn
something about these needs. In our experimental analysis, a small improvement or
enrichment in the information that is initially provided to beneficiaries through formal letters
can not only raise take-up, but facilitate the implementation of a personalized plan with an eye

towards re-integration into the labour market.
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First on the agenda for further research is to obtain larger estimating samples such that
the power of our statistical analysis is reinforced. It would also be highly desirable to conduct
a survey involving beneficiaries’ attributes that could be linked to the administrative data. As
far as the external validity of our analysis is concerned, it applies to social assistance
programs that offer related benefits and subject their beneficiaries to a meeting requirement.
We note that we cannot rule out other explanations for the high rate of non-compliance for the
required interview. An important but unknown factor is the degree to which the threat of
suspension of benefit payment in case of non-participation is perceived as credible by
beneficiaries. Another relevant explanatory variable is the lags that occur between the time
when the beneficiary does contact the case-worker (which is not reported) and the time that
the guidance interview does take place. Subsequent research should attempt to address these

issues.
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Appendix

Balancing check

Table Al: Balancing check of experimental treatments
Dependent variable
Transition between
inactivity and

VARIABLES Male Age employment
Simple mailing -0.0618** -0.209 -0.00124
(0.0195) (0.597) (0.00177)
Salient information
mailing -0.0333 -0.838 0.00102
(0.0194) (0.558) (0.00179)
Constant 0.453** 35.35%* 0.0896**
(0.0120) (0.431) (0.00132)
Observations 4,032 3,638 3,638
Fisher test 5.28 1.84 1.18
R-squared 0.003 0.001 0.001

Notes: This table reports the outcome of a series of regressions meant to test whether the experimental
randomization produced balanced treatment groups across our observable characteristics. Robust standard
errors clustered at each city in parentheses, ** p<0.01, * p<0.05.
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