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Abstract

Abstract

In 1998, the French Socialist Government reduced the statutory workweek to 35 hours. This
work time reduction policy was implemented in response to the country’s chronic
unemployment problem, which had seen unemployment average over 10% during the previous
decade. The 35 hour week sought to reduce unemployment by spreading the existing stock of
jobs more widely and by stimulating job creation. This policy choice was received with
considerable scepticism from commentators outside of France. Critics argued that the 35 hour
week diverged too greatly from the international orthodoxy of a flexible and deregulated labour
market and, given the convergence pressures caused by contemporary globalisation, would
reduce French competitiveness. The implication was that governments no longer had the
freedom to implement employment policy that diverged from the international norm.

In this thesis, I reconsider this argument. I undertake a political economy analysis of the use of
work time reduction policy in France from the perspective of the regional labour market of
Nord-Pas-de-Calais. In doing so, I focus on the implementation of the 35 hour week policy in
this high unemployment region. In addition, I focus on the regional work time reduction policy
implemented in Nord-Pas-de-Calais, which predated the national 35 hour week policy and was
the source of several of its key features. Thus, I provide a regional perspective on the French 35
hour week policy, an alternative to the ‘top down’ perspective taken by its critics. Throughout
this research, I concentrate on three key issues: (1) the logic of work time reduction policy
within the local labour market in France, using Nord-Pas-de-Calais as my case study; (2) the
method of policy-making and the importance of geographic scale; and (3) the viability of
France’s work time reduction policy in the face of globalisation. My aim is to_understand the
policy process that led to this policy choice, to appreciate how traditions of economic
governance influenced its formation and implementation in the local labour market, and to
study how these traditions influenced the ability of work time reduction policy to reduce
unemployment.

I show, first, that French traditions of labour market governance, on which work time reduction
policy is based, continue to have meaning in the local labour market, with the public continuing
to demand policy consistent with its ideals. Second, I show that scale contributes to policy
outcomes and policy innovation, suggesting the importance of geographic factors in the policy.
process, such as the spatial match between the policy and policy problem, the transfer of policy
between scales, and issues such as proximity and homogeneity. Third, I show that the success
of work time reduction policy is largely dependent upon socially determined factors including
effective negotiation, preferences between work and leisure, and empathy for the unemployed.
Fourth, I show that the 35 hour week policy was not incompatible with international demands
for labour market flexibility because it provided significant scope for productivity gains via its
design and increased flexibility in the use of work time, albeit within constraints. Therefore, by
examining the making and implementation of work time reduction policy in France from a
regional perspective, I show that while globalisation places genuine exogenous constraints on
the policy choices of government, there nonetheless remains considerable scope within these
constraints, especially when implementing policy that is compatible with traditions of
governance that continue to resonate in the local labour market.
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CHAPTER 1

Introduction

In this thesis, I examine the making and implementation of work time reduction policy in
France, providing a regional perspective on France’s controversial 35 hour week policy. In
particular, I focus on the regional work time reduction policy implemented in the northern
French region of Nord-Pas-de-Calais. This policy predated the national 35 hour week policy
and was the source of several of its key features. In addition, I focus on the implementation of
the 35 hour week policy in Nord-Pas-de-Calais, given the high levels of unemployment
experienced in this region. Throughout this research, I concentrate on three key issues: (1) the
logic of work time reduction policy within the local labour market in France, using Nord-Pas-
de-Calais as my case study; (2) the method of policy-making and the importance of geographic

scale; and (3) the viability of France’s work time reduction policy in the face of globalisation.

Ultimately, I ‘place’ the 35 hour week policy within debates concerning the convergence of
public policy towards an international norm (e.g. Peck, 2001). In doing so, I draw upon
economic geographic research into the local labour market (e.g. Clark, 1983; Massey, 1984;
Peck, 1996), scales' of governance (e.g. Swyngedouw, 1992) and globalisation (e.g. Kelly,
1999), using a theoretical approach that is broadly consistent with regulation theory as often

adopted in economic geography (e.g. Tickell and Peck, 1999).

In this chapter, I outline the main elements of this research. I begin by introducing my research
problem. Next, I define several of the key terms and concepts needed to explain my argument.
In the third section, I outline the aims of my thesis, in each case positioning my research within
the context of the existing literature and highlighting its relevance and significance to current
debates. In the final part of this chapter, I outline the structure of the thesis and the scope of my

research.
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1.1 Introduction to the research problem

In June 1997, the Socialist Party defied expectations and won the national parliamentary
elections in France. Central to their election victory was a commitment to act decisively to
reduce the country’s chronic unemployment problem. After two decades of steadily rising
unemployment, France’s unemployment rate was 12% at the time of the election — one of the
highest rates in Europe and amongst Organization for Economic Cooperation and Development
(OECD) countries. Furthermore, in some regions, unemployment was as high as 16%. France
had a serious unemployment problem and, in regions like Nord-Pas-de-Calais, it had a genuine

unemployment crisis.

The 35 hour week was the Socialist Party’s main policy response to France’s unemployment
crisis and one of its chief election promises. As a work sharing policy, the 35 hour week
reduced the statutory working week from 39 to 35 hours across all workplaces in France. In
doing so, it aimed to spread the existing stock of jobs more widely and thus reduce

unemployment by stimulating job creation.'

As a universally applied work time reduction policy the 35 hour week stood out amongst
employment policies in OECD countries. The policy was novel for several reasons: it added a
new layer of regulation to the labour market, rather than increase ‘flexibility’ through
deregulation; it used a massive demand-side initiative to reduce unemployment, rather than use
supply-side initiatives; and the ideological basis of the policy, which reduced working hours for
all so that more could work, was rooted in French traditions of labour market governance and
social solidarity. Together, these features meant that the 35 hour week was at odds with the

orthodox idealised Anglo-American model of employment policy, which dominated policy in

' In June 2002, the Right won France’s parliamentary elections, defeating the Jospin Government. Soon after in
September, the new Minister for Employment, Francois Fillon, announced changes to the 35 hour week policy.
However, these changes did not reverse the policy, they only altered its detail. Furthermore, they did not impact
upon the principal findings of this thesis. I nonetheless analyse these recent changes in the conclusion of this
thesis.

2
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OECD countries. Indeed, it could be argued that the 35 hour week policy stood out as the
national model of work relations that most diverged from the expected norm amongst OECD

countries during the 1990s.

The decision by the French government to reduce working hours rather than deregulate the
labour market and increase its flexibility was received with great scepticism outside of France.
The Economist described the policy as a “dubious scheme” (14 February, 1998, p. 54) and as “a
heroic act in political symbolism” (12 February, 2000, p. 19). In The Sunday Times, the 35 hour
week was described as “a government policy that everyone said would be disastrous” (21
November 1999, p. 5), while The Independent wrote that “The economics of the new idea
appeared strange, to say the least” (October 11, 1997, p. 12). The American press was
particularly confused by the policy idea, The Los Angeles Times asking “‘is it the zaniest 1dea
from France’s leaders since Marie Antoinette told the starving people of Paris to go eat cake?

.... Are the French recklessly sailing against the prevailing international winds of greater labor

flexibility?’(23 November 1997, p. D1).

The 35 hour week received a similar reception in academic and policy advisory spheres. The
economist Paul Krugman (1997: 79) called the policy a “radical economic doctrine”. This
reaction against the policy was widespread:

To most economists, the current measure seems to run completely counter to

what standard economic analysis would recommend if one wants to diminish

unemployment and increase output, and its introduction is merely an example

of Gallic perversity. (Kirman, 2000: 402)
As Artis (1998: 105) noted, “economists customarily give such [work time reduction]
suggestions the short shrift, dismissing those who advocate such policies as, at best,

39

succumbing to the ‘lump-of-labour-fallacy’”. Going beyond objections to its logic as a work
sharing policy, the 35 hour week was also criticised because, in an international economic

environment preoccupied with flexibility, the implementation of the “35 hour week appears to
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create the opposite of such flexibility” (Smith, 1999: xvii). Not surprisingly, the OECD (1999a:

15) concluded that the 35 hour week was “more interventionist than they would recommend”.

Overall, the international response to France’s 35 hour week was one of profound scepticism at
the introduction of a policy that differed so significantly from the orthodox model. The
common argument used against the policy was that a statutory reduction in work time would
inhibit the flexibility of the French labour market. In a fast-paced globalised world, as this
argument continued, any reduction in flexibility would harm the French economy by reducing
the responsiveness and international competitiveness of firms. Given the mobility of capital and
the extent of trade liberalisation in an increasingly globalised world, convergence theories
predicted that national governments — even in a country with an economy the size of France’s —
no longer had the policy freedom to diverge so significantly from the international policy norm.
As the reactions quoted above show, this viewpoint was widespread, especially amongst

commentators in the English-speaking world.

In this thesis, I reconsider these arguments. I undertake a political economy analysis of the use
of work time reduction policy in France as a way of reducing unemployment. I do so from the
perspective of the regional labour market of Nord-Pas-de-Calais, first, because of the region’s
pioneering role in formulating and implementing work time reduction policy in France in the
mid-1990s, and, second, given the unemployment crisis in the region at the time. Drawing on
Peck’s (1996) seminal research on the political economy of the local labour market, I am “less
concermned with the evaluation of public policies within their own terms of reference than with
the political-economic contexts in which they are formulated” (Peck, 2001: 445). Therefore, in

this thesis I do not undertake an evaluation of the 35 hour week policy.? Rather, 1 am concerned

2 This has been done by others. In particular, Rouilleault (2001) undertook a thorough evaluation of the policy at -
the national scale, as did Delsart and Vaneeclo (2002) in the region of Nord-Pas-de-Calais.

4
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with its political-economic context as viewed from the regional labour market, including the

policy’s local labour market logic and its impact on the policy-making process.

Given the evocation of the global scale in criticisms against the policy, my approach is also
explicitly geographic in focus and logic. In particular, I provide a regional perspective on the
French 35 hour week policy, looking at the global scale from the policy’s local labour market
roots in the high unemployment region of Nord-Pas-de-Calais. I have chosen to adopt this
bottom-up perspective so as to provide an alternative reading of the policy from the top-down
perspective taken by its critics, which is based upon the claimed unavoidable imperatives of
globalisation and international competitiveness, challenging the capacity of nation-states to

design and implement their own forms of labour market regulation.

In taking this regional perspective on the 35 hour week, I look at the political-economic
dynamic between the regional, national and international scales. Peck (1996: 249) argues that
“models of labour regulation should be assessed not only in terms of their internal integrity ...
but also in terms of their external relations” (emphasis in original). In this thesis, I follow this
recommendation and assess the French work time reduction regulation in terms of its internal
integrity, with respect to both the local labour market in which the policy was made and to the
process of policy-making, implementation and transfer between geographical scales. 1 then
assess it in terms of its external relations, given global competitive pressure to converge
towards the Anglo-American model of flexible and deregulated labour market governance. In
doing so, I show that a bottom-up, regional perspective on the 35 hour week reveals a

remarkably different story to that told by its critics.
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1.2 Terms, definitions and methodology

In this research I use several terms that require definition at this early stage, especially given the
“fuzzy” nature of some of the concepts I use (Markusen, 1999). While terms such as the local
labour market and governance are useful analytical constructs, they are also slightly vague and
prone to misinterpretation. Therefore, I pause at this juncture to provide brief definitions of
what I mean when I use these terms, which I expand further in the relevant sections of the

thesis.

The first term that requires definition is the local labour market. In this thesis, I do not use this
term as an empirically grounded, descriptive term, which relies upon travel-to-work zones or
other functional geographic boundaries, but as a conceptual term. I again draw on Peck’s (1996:
266) work, defining the local labour market as “a geographically specific institutionalization of
labor market structures, conventions and practices, providing unique contexts against which
the strategies of labor market actors are formulated” (emphasis in original). By this logic, the
local labour market therefore has its own social, economic and political integrity. Furthermore,
it is the scale of the labour market at which “labor is mobilized and reproduced” (op cit: 11) and
patterns of labour market governance and social regulation are created and acted out. It is the
scale at which the labour market is “lived” (op cit: 86). I should also rhake explicit the
distinction I draw between the local labour market and the régional labour market, another term
[ frequently use in this thesis. While I use the term local labour market as a theoretical and
conceptual term, I use the term regional labour market as an empirical term that describes the

actual labour market of the region.

Another important term frequently used in this thesis is governance. Jessop (1999: 351) defines
governance as “any form of coordination of interdependent social relations”. In particular, it
includes the coordination of social relations via formal government legislation and command,

via market exchange mechanisms, and by informal social networks and relations. Governance,

6
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therefore, refers to more than just government and includes implicit as well as explicit methods
of organizing social relations. Two related terms which I use frequently are models of economic
governance and its subset models of labour market governance. Each set of terms describes
specific aspects of broader models of governance and methods of coordination and
organisation. Kirstensen (1997: 7) describes models of economic governance as being the
“outcome of a continuous historical process in which social groups, economic actors, etc.
jointly or through the state have attempted to influence each other by trying to ‘order’ their own
situation and influence their opponents.” Therefore, models of economic and labour market
governance are historically contingent and socially determined “principles or ‘rules of the

game’” (Whitley, 1997: 228), that prescribe how market and broader socio-economic relations

are organised and coordinated.

Finally, the Anglo-American model of economic governance is another term I use frequently. I
explain this term in detail in Chapter 5. However, I should note at this early stage that this term
does not refer to an actual model of economic governance but rather an idealised method of
governance, based broadly on the American and British models of economic governance, on the

neoliberal policy agenda and neoclassical principles of a free and flexible market.

Given that my primary research was carried out in France and largely in French, a further
important and related issue concerns the use of terms taken from one setting and language and
their translation into another setting and language. In response, I should explicitly note that 1 am
fluent in Frenéh, that I have lived in France for periods totalling two years, and have previously
worked in a French language environment. In addition, I spent seven months in France in 2001,
working closely with economists at the University of Lille 1 who were also conducting research
into the 35 hour week policy. This gave me the opportunity to clarify frequently my
interpretations of my findings with French experts, thus limiting the potential for the

misunderstanding and mistranslation of terms and concepts between settings and languages.
7
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In addition to a seven-month period spent in Lille, the regional capital of Nord-Pas-de-Calais, 1
also made several shorter trips to France between January 2000 and September 2002.
Throughout this fieldwork, I employed a variety of qualitative research methods. However, my
primary method of research, which is commonly used in economic geography research (e.g.
Healey and Rawlinson, 1993; Schoenberger, 1991), was to undertake semi-structured
interviews with elites involved with work time reduction policy in my case study region of
Nord-Pas-de-Calais and in France more generally. In addition, I supplemented these interviews
with an extensive examination of the policy documents and government records as well as
general media and document searches. By triangulating these methods, I was able to cross-
check my findings against one another to ensure their validity (Denzin and Lincoln, 2000: 5). I

develop my methodology in more detail in Chapter 6.

1.3 Aims and significance of research

My research has four main aims. While each aim focuses on a particular aspect of making and
implementing work time reduction policy in France, together they contribute to literatures
concerning the local labour market, policy-making, and the convergence of models of economic
governance. In discussing my research aims below I position each in the context of the existing
literature and debate in the area.

AIM I — To query the neoliberal assumption that, due to the converging effects of globalisation,

there remains only one effective model of employment policy.

My first and overarching aim through this research is to investigate claims that France’s
decision to follow an alternative model of employment policy would be detrimental to their
economic competitiveness and unsustainable given the converging forces of globalisation.
There is a large and rapidly growing amount of research dealing with the effects of
globalisation. In particular, there is considerable debate concerning the convergence of national
economies and the future of global capitalist diversity (e.g. Boyer and Dore, 1996; Crouch and

Streeck, 1997; Hall and Soskice, 2001; Swyngedouw, 2000) and the spread of the neoliberal
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agenda (e.g. Peck and Tickell, 1994; Peck and Tickell, 2002). Within policy research, this
debate tends to narrow into a discussion about the effects of globalisation on national policy

autonomy (e.g. Garrett and Lange, 1995; Pot, 2000; Schulze and Ursprung, 1999).

The neoliberal position is that globalisation will necessarily result in both economic and policy
convergence towards the dominant Anglo-American norm. It argues that in order for countries
to maintain their international competitiveness in the face of the powerful forces of
globalisation, national governments will have to follow the most economically efficient policy
path and ensure the free and flexible functioning of their markets. Through considering the
effectiveness of an employment policy which differs markedly from the Anglo-American
model, I query the assumption that globalisation will force convergence between models of

capitalism to the point where only one policy path remains.

Considering the globalisation debate from the perspective of the labour market gives important
insights into the processes of globalisation. As Pot (2000: 2) states:

Of all the factors of production, labour is the one that is most society-bound

and instilled with cultural meaning. Analysis of developments in the realm of

the management of labour can shed light on the intensity of the global

pressures towards convergence.
Compared with capital, labour is relatively fixed and its regulation is influenced by societal
factors specific to its geographic location. While changes to capital flows resulting from the
processes of globalisation are easily quantified, changes to the patterns of labour market
regulation are more qualitative and difficult to interpret, and are yet to be fully understood:

The notion of globalization captures various social processes that potentially

give rise to global convergence of employment relations. Yet the degree to

which these processes can constrain employment relations is not established.

(op cit: 6)
By examining the neoliberal assuinption that globalisation will lead to employment policy

convergence, my investigation into whether national systems of employment relations remain

viable, such as that which led to the French 35 hour week policy, contributes directly to this
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literature in an area where further research is needed and where the magnitude of the impact of
globalisation is yet to be determined.

AIM 2 - To investigate work time reduction policy in France, its origins and the national
imperatives that led to its adoption.

My second research aim is to trace the roots of France’s 35 hour week and explore the
continuing role of national traditions of labour market governance in determining employment
policy. In the field of political economy, a significant literature seeks to describe and explain
various national traditions of economic governance (e.g. Boyer, 1997b; Crouch and Streeck,
1997; Hall and Soskice, 2001). In the case of France, this literature focuses on the importance
of features such as the inclusion of social partners in decision-making, /’etat volontarist, or an
active state, and the continuing role of solidarity in public policy (e.g. Béland and Hansen,
2000; Boyer, 1997a; Jospin, 1999). This literature identifies features unique to the French
approach of labour market governance, as well as others consistent with a more generic
‘European’ model (Krueger, 2000; Tietmeyer, 1999; Smith, 1999). Importantly, both the French
and European models differ from the Anglo-American model with respect to their treatment of
risk, equity, and their more collective, as opposed to individualistic, approaches to economic

governance.

In my study of work time reductioﬁ, I explore the extent to which French traditions of labour
market governance continue to influence employment policy and the social regulation of the
labour market. Here, I contribute to existing literature describing the ‘French model’ by adding-
new research into the imperatives for work time reduction policy. I do so by examining the
factors that led to the adoption of this type of policy in Nord-Pas-de-Calais; a policy that
directly influenced the national 35 hour week policy. Through this exploration of the continued
relevance of France’s traditions of labour market governance and their role in shaping
employment policy, I am able to consider how such traditions remain pertinent in French

society. As the former Prime Minister stated: “It is important that the specific features and
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characteristics of our people, our history and our forms of organisation, are not abandoned in

this new world order” (Jospin, 1999: 10).’

AIM 3 — To explore the importance of geographic scale in employment policy-making.

My third research aim is to consider how scale-related factors impact upon the making of
employment policy, especially at the regional level. Much research has been done on the
process that leads to the creation of public policy (e.g. Parsons, 1997; Rose, 1993; Wildavsky,
1980). However, because policy is frequently determined at the national scale, most of this
research takes the nation-state as its spatial unit of analysis. One of my aims in this research is
to investigate the role of scale in employment policy-making and to identify scale-specific
factors, especially at the regional scale, that influence policy formation. I achieve this aim
through a detailed investigation of the factors that led to the adoption of a work time reduction
policy in Nord-Pas-de-Calais and the identification of those which are specific to the region and
the local scale at which the policy was created. In doing so, my research adds to the body of
policy literature dealing with the interaction between geographic scale and policy-making (e.g.

Allen et al, 1998; Amin, 1999; MacLeod and Goodwin, 1999).

The importance of understanding the relationship between geographical scale and policy-
making and its significance for economic governance has become a prominent feature of the
literature dealing with the tension between the global and local scales (Amin and Thrift, 1994;
Brenner, 1999; Peck, 1996; Peck, 2001; Swyngedouw, 2000). Swyngedouw (2000: 541) argues
that this tension has resulted in a ‘new scalar gestalt’, whereby:
the ‘re-scaling’ of the economy and the emergence of a new dynamic
articulation between local/regional economies and global economic flows and

processes is paralleled by the formation of new forms of governance at both
sub-national and supra-national scales.

’ Distrust for the ‘Anglo-Saxon’ model of economic governance is widespread in French society and popular
concern about its adoption is common among both politicians and the public: “A bogeyman it has certainly
become. In France, Anglo-Saxonism is held responsible ... for all the wickedness of global capitalism” (The
Economist, 4 March 2000, p. 18).
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In the context of local labour market relations, this new direct interaction between global capital
and regional labour, which bypasses the national scale, and the corresponding new forms of
governance, is viewed by many with particular caution:

globalizing capital is able to use its actual and potential mobility both to

extract concessions from labor in production and to evade the costs of social

reproduction. ... labor is [then] defensively localized, locality is pitched

against locality, labor costs are forced down, and regulatory standards and

structure of social reproduction are eroded. ... Once localized, labor

regulation can be degraded through regime competition. (Peck, 1996: 237)
This widespread argument claims that increased regionalism in labour market regulation will
facilitate the degradation of labour standards through competition between regions, resulting in
a ‘race to the bottom’. I use my research into the implementation of work time reduction — a
policy which aims to protect rather than degrade regional labour standards and which emerged
as an initiative in an economically weak region — to query the assertion that increased
regionalism in employment policy necessarily has negative consequences for labour protection.
AIM 4 — To investigate the degree to which the local labour market affects employment policy
outcomes.
The fourth aim of my research is to consider how socio-political forces at the scale of the local
labour market influence labour relations and policy outcomes. Within economic geography,
much research has been undertaken on the local labour market (e.g. Haughton and Peck, 1996;
Herod, 1997; Martin, 2000; Massey, 1984; Peck, 1996). In this work emphasis is placed on the
importance of the local labour market in affecting employment policy outcomes and
determining relations in the labour market. However, while economic geographers have
acknowledged the importance of this scale of labour relations, it has nonetheless “been shunted
into the sidelines in the debates over labor markets. Its theoretical status is negligible in
orthodox, institutionalist, and radical economics” (Peck, 1996: 11). As a result, the local labour

market remains under-researched. In my research, I document the degree to which socio-

political forces within the local labour market determine labour relations within a depressed
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regional labour market and, consequently, their possible role in shaping employment policy

outcomes.

Beyond these four specific aims, my research also contributes to several broader debates in
economic geography. First, my research considers the impact of globalisation on governance in
general, and the labour market in particular. As Coe and Yeung (2001: 376) argue, “while there
is a wealth of ‘top-down’ studies of globalisation, particularly those measuring the extent of
globalisation via specific economic indicators, there is clearly room for further ‘bottom-up’
studies of globalisation”. Furthermore, they also note that there is “a pressing need for
globalisation studies that analyse the phenomenon from theoretically and empirically rigorous
geographical perspectives” (emphasis in original, op cit: 367). As a bottom-up, empirical study
of the political-economic dynamic between the regional, national and international scales, my

research does exactly this.

Second, in the late 1990s, economic geographers paid considerable attention to the geography
of employment policy (e.g. Haughton et al, 2000; Martin et al, 2000; Peck, 1998; Peck, 1999a;
Peck and Theodore, 1999; Turok and Webster, 1998). They focused especially on one specific
type of employment policy called active labour market, or workfare policy, which has become
the “new orthodoxy” of employment policy (Peck, 1999a: 346). Much of this work concluded
that workfare policy was geographically flawed because it only targeted the supply side of the
labour market and failed to take into account the absence of demand for labour in high
unemployment regions. My research complements this body of work by looking at a demand-
side employment policy from a similar geographical perspective, thereby adding to our
understanding of the possibilities of employment policy at the local level. Furthermore, by
having an applied policy focus my research is also consistent with recent calls for geographical
research to engage directly with public policy (e.g. Hoggart, 1996; Martin, 2001; Pollard et al,

2000; Peck, 1999b).
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One final reason for the significance of my research is that unemployment, particularly the high
levels of unemployment that persisted in France and Europe throughout the 1990s, has
devastating effects beyond its immediate economic and social impact: “[a]part from the
enormous social costs and the political torpor of such a situation, structural unemployment
poses a major problem for democracy and its institutional arrangements™ (Bastian, 1994: 307).
In France, the unemployment crisis of the 1990s not only exacerbated poverty and social
exclusion and strained the social security system, it also contributed to other social ills
including strong polling by the far-right Front National politicai party and a youth suicide rate
that is the highest in Europe (Ardagh, 1999: 573; Larkin, 1997: 432). Given the massive social
and economic cost of unemployment, it is imperative that employment policy is effective at
reducing unemployment in a sustainable way, especially where it is most needed, such as in

high unemployment regions like Nord-Pas-de-Calais.

1.4 The scope and structure of the thesis

Figure 1.1 illustrates the structure of my research project and how I combine the broader
theoretical debates with my specific research aims and my approach to analysing the making
and implementation of work time reduction policy in the region of Nord-Pas-de-Calais. The
structure of my thesis, in which I present this research, is broadly divided into two parts. The
first part positions my research within the relevant literatures and provides the theoretical

background to my research project. In the second part I present my empirical findings.
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Figure 1.1 Diagrammatic representation of research
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However, before I begin the first of these parts, in the following chapter I introduce my research
problem in more depth. In particular, I describe the two policies with which my research is
concerned, namely Nord-Pas-de-Calais’s regional work time reduction policy and the national
35 hour week policy. I also describe the nature and extent of the national and regional
unemployment crises in France during the mid-1990s, when these policies were created. As
Bastian (1994: 307) notes: “The need for radical solutions which can inspire societies beset by
economic insecurity is the major driving force behind the growing fascination with a shorter
working week.” In this chapter I draw out this link between the policy and the policy problem,
arguing that to understand the French 35 hour week policy it is necessary to appreciate the
extent of the unemployment crisis, its social as well as economic impacts, and the failure of

previous policy efforts.

The third chapter in this thesis is the first of the theoretical chapters. Here, I outline the specific
political economy theories I use in my research, namely regulation theory and Peck’s (1996)
theory of the local labour market. In doing so, I justify why I chose to take this approach rather

than the more orthodox neoclassical evaluation of the policies.

In the fourth chapter, I review the literature concerning policy and policy-making and develop
the framework I use to analyse the policy process. I reject the rational model of the policy cycle
and consider alternative policy theories that conceptualise policy as determined by socio-
economic, institutional and political factors. To these I add geography and review the limited
existing literature conceming the geography of policy. In doing this, my aim is to develop a
theoretical framework through which to consider the policy process that is sensitive to the

spatiality of policy and policy-making,

In the fifth chapter I conclude my theoretical analysis. Here, I review the vast literature

concerning globalisation, establishing the parameters of this debate as relevant to my research.
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In particular, I focus on three areas. The first concerns globalisation and capitalist convergence,
including the forces driving convergence and the model of governance that countries are under
pressure to converge towards. Second, I consider the impact of globalisation on models of
labour market governance. Third, I consider the spatiality of globalisation, looking especially at
the region in globalisation debate. I conclude this review by arguing that, despite this large

literature, the qualitative impacts of globalisation on the local labour market remain unclear.

My sixth chapter is a bridge between the theoretical chapters of the first part of the thesis and
the empirical chapters of the second part. Here, I outline my research methodology. I begin by
engaging with recent debates in economic geography concerning the use of qualitative methods.
Next, I consider the type of policy analysis I have undertaken. Third, I describe my fieldwork
strategy and specific methods I used to gather and analyse information. I conclude with an

acknowledgement of the limitations of my research.

In Chapter 7 I present the first of my empirical findings. In this chapter, I assess France’s use of
work time reduction policy in terms of Peck’s (1996: 249) first criterion of the regulation’s
internal integrity. I assess the internal integrity of Nord-Pas-de-Calais’s regional work time
reduction policy within the social, economic and political environment in the regional labour
market at the time and with respect to the national environment and traditions of economic
governance. | then extrapolate from my findings in the regional labour market to draw
conclusions about the internal integrity of the national 35 hour week policy. In this chapter, I
assert that work time reduction policy has a strong internal integrity in the local labour market,
resulting from the severity of the unemployment crisis and the policy’s compatibility with
traditions of economic governance. I also show that the conditions for the success of such

policies, which are largely socially determined, existed in France in the mid-1990s.
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In the eighth chapter, I look at the policy-making process in order to assess further the internal
integrity of work time reduction policy in France. I evaluate how the policy process used in
Nord-Pas-de-Calais contributed to the regional policy’s effectiveness and how, when aspects of
the regional policy were ‘scaled up’ to the national scale, they were less effective because of the
breakdown in this process. Here, I place considerable emphasis on the role of scale in the policy
process, both in facilitating innovative policy-making at the regional scale, and as a

contributing factor to the partial break down in the transfer of policy between scales.

The ninth chapter is the final chapter in which I present my fieldwork findings. Here, I assess
France’s work time reduction policy according to Peck’s (1996: 249) second ériterion, which is
its external relations. In particular, I look at the compatibility of the policy in relation to global
competitive pressures and the international economic environment. I begin by considering how
the 35 hour week actually increases flexibility in the French labour market rather than decreases
it, as many critics have suggested, albeit in a way that remains broadly compatible with French
traditions of economic governance. Second, I consider the issue of competitiveness. Drawing
on Porter and van der Linde’s (1995) seminal work, I show that the 35 hour week is not
necessarily anti-competitive because as a piece of ‘tight regulation’ it has the potential to
stimulate long-term productivity gains that can significantly offset the cost of its initial

implementation.

In the tenth chapter, I present my conclusions, drawing together my empirical findings from
chapters 7 to 9 with the theory discussed in chapters 2 to 5. Here, I address each of my research
aims and provide a partial answer to the question, ‘Can France maintain its unique approach to

labour market governance?’
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CHAPTER 2

The Policies, Policy Problem and Context

In this chapter, I introduce my research problem. I begin by outlining the two work time
reduction policies in which I am interested. I start first with the national work time reduction
policy and the laws pertaining to the 35 hour week because these laws provide the broad policy
framework in which the regional policy operates and are, consequently, essential to
understanding the regional policy. Then, I introduce the Nord-Pas-de-Calais regional work time
reduction and reorganisation policy (the regional ARTT policy), which is the main focus of my

research 1n this thesis.

After introducing the two policies, I then move to the policy problem that these initiatives target
and consider the unemployment situation in France and then specifically in Nord-Pas-de-Calais
in the mid- to late-1990s, the period during which these policies were being developed and
implemented. I first describe the extent, characteristics and causes of French unemployment,
before focusing more specifically on the unemployment crisis in the region of Nord-Pas-de-

Calais.

In sum, the aim of this chapter is to introduce my research by describing the policies and the
policy problem that I examine, thus providing the necessary background information to
understanding my research. It is important to appreciate the extent of the unemployment crisis
in France, and in Nord-Pas-de-Calais in particular during the early- to mid-1990s in order to
understand the policies chosen, the method of policy-making adopted, especially in Nord-Pas-

de-Calais, and the impact of the policies.
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The legislative framework of the 35 hour week comprised two laws: the Loi Aubry I, which was
passed a year after the Socialist’s electoral victory on 13 June 1998, and the Loi Aubry II,
passed on 19 January 2000.> The two laws were quite different in character; the first
emphasising job creation and aiming to entice firms to move over to a 35 hour week as quickly

as possible, while the second clarified the detail of the new work time arrangements.

The Loi Aubry I

The first Aubry law® reduced the statutory working week in France from 39 to 35 hours per
Week as of 1 January 2000 for firms with more than 20 employees and by 1 January 2002 for
the remainder of smaller firms. It tied this reduction in work time to job creation by requiring
that firms reduced their work time by 10% and correspondingly increased employment by 6%
in order to be entitled to the government’s financial assistance package. The policy also allowed
‘defensive’ agreements, where firms were required to stop an equivalent proportion of jobs
from being made redundant via a 10% reduction in work time in order to be entitled to financial
support. The law provided additional financial encouragement to firms that reduced work time
by 15% and created (or saved) 9% of jobs, as well as to those that hired long-term unemployed,
young and disabled workers. Firms reducing work time and increasing employment received
financial assistance in the form of a lump-sum reduction in their social contribution
obligations.* Firms with more than 20 employees were eligible to receive this assistance until
the end of 2000, while in the case of smaller firms the benefit remained through 2002. These
subsidies were relatively generous because, while the law heralded the future statutory
reduction of the working week, its primary aim was to encourage firms to move to the new

working hours regime before they were legally obliged in 2000 or 2002. The law also

2 The laws are named after Martine Aubry who was the Minister for Employment at the time of their enactment.

3 While the first law pertaining to the 35 hour week is commonly referred to as the Loi Aubry 1, its full title is La
loi d’orientation et d'incitation a la reduction du temps de travail, which translates to ‘The law explaining and
encouraging the reduction in working time’.

4 The subsidies received by firms ranged from 9,000FF to 13,000FF in the first year, depending on the amount by
which work time was reduced and when the accord was signed. The subsidies were paid in the form of an annual
reduction in the social contribution per employee. Subsidies continued for five years, falling over this period to
between 5,000FF and 9,000FF per employee per year. In addition, firms received a further 1,000FF if they hired
young, disabled or long-term unemployed people (OECD, 1999a: 152).
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effectively created negative subsidies or penalties for firms that did not sign a 35 hour week

accord by specifying increased overtime costs.

The first Aubry law coupled measures to reduce work time with allowances giving firms greater
freedom in their use of work time and facilitating firm-level negotiation. This law allowed the
‘modulation’ of work time, effectively setting work time at 1,600 hours per year and allowing
firms, through consensual agreement with employees, to use the hours flexibly throughout the

year to meet the specific needs of the firm.

In order to achieve the sort of negotiation required to maximise the productivity gains possible
from this new way of calculating work time, the first Aubry law simplified negotiation
procedures and encouraged the negotiation of firm-level employment agreements. Previously
firm-level negotiation required there to be a union represgntative in the firm, because only such
employees were allowed to negotiate work place agreements. Given the low rates of
unionisation in France this effectively meant that most negotiation happened at the industry and
branch level, with very little at the level of the firm. The first Aubry law sought to increase
firm-level negotiation and release the productivity benefits this would generate by allowing
negotiation at this level providing that at least one employee was ‘mandated’ by a trade union.
In addition, financial assistance was contingent upon signing a consensual agreement between
workers and employers, which was then signed off by one of the social partners.’ As a result,
the law went further than previous French laws in encouraging direct negotiation between
employers and workers at the firm level, simplifying considerably the requirements for firm-

level negotiation and the flexibility possible in the resulting agreements.

* In particular, agreements had to be signed off by one of the five French trade unions: CFDT, CFE-CGC, CFTC,
CGT and FO. However, the term ‘social partners’ generally refers to the five trade unions plus the two main
employers organisations, MEDEF, representing big business and CGPME, representing small business interests.
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‘A further notable feature of the first Aubry law was that it subsidised firms to employ a

business consultant to assist them with implementing the policy. The law provided financial

assistance to firms with less than 500 staff to employ a consultant whose remit was to audit

firms’ existing use of work time, assist with negotiations between employees and management,

and devise the most effective way of reducing and reorganising work time. This was the first

time the French Government had ever funded private individuals and organisations to assist

with the implementation of an employment policy (see Table 2.1).

Table 2.1 Summary of the main features of the Loi Aubry I

Feature

Description

Work time

Job creation

Subsidies

Annualisation

of work time

Negotiation

Consultants

Over time

Public sector

» Reduced the statutory working week from 39 to 35 hours as of 1
January 2000 for firms with more than 20 employees and 1 January
2002 for those with 20 employees or less.

» Allowed work time reduction in both offensive cases (where new jobs
were created) and defensive cases (where existing jobs were saved

~ from retrenchment).

= Specified rate of work time reduction and job creation necessary in
order to receive government assistance:
- 10% reduction in work time required a 6% increase in employment
- 15% reduction in work time required a 9% increase in employment

» Set the rate of subsidies, paid as a lump-sum reduction in the social
contribution for employees whose work time was reduced and those
hired due to the policy.

» Increased flexibility in use of work time by allowing, via negotiated
agreement, the calculation of working hours as an annual total of 1,600 .
hours.

» Facilitated firm-level negotiation by allowing unions to ‘mandate’ an
employee to negotiate with firms without a union representative.

= Funded 5 days use of a consultant free of charge to firms with less than
500 employees to assist with negotiating WTR and reorganising work
time.

= Subsidised, where necessary, the cost of a consultant by 70% or 50%,
depending on firm size, for a further 13 days, calculated on a basis of
5,500FF (before tax) per day.

= Redefined overtime regulations, with hours 36 though 39 inclusive
paid at time and a quarter and hours 40+ paid at time and a half.

= Maintained annual maximum overtime hours (without requiring
administrative authorisation) at 130 hours.

» Excluded the public sector from receiving subsidies when
implementing 35 hour week.

(Source: Minstére de l'emploi et de la Solidarité, 2000)
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The Loi Aubry II

The second Aubry law reaffirmed that the statutory working week in France was 35 hours but
replaced the ‘carrot’ of incentives announced in the first law, with the ‘stick’ of penalties for
those firms which did not negotiate a reduction in work time (Jeffreys, 2000: 254). The
generosity of the first law aimed to encourage firms to implement the 35 hour week and
maximise job creation. The second law, which built on the first, was more forceful in character
by providing penalties for inaction, clarifying the detail of the policy, particularly the costs of
failing to negotiate a 35 hour week accord, the use of overtime, the procedures for negotiation,
financial assistance and how the minimum wage (SMIC) would be affected by the reduction in

work time (see Table 2.2).

Several features of the second law were particularly noteworthy. First, the Loi Aubry II
removed the requirement that firms must create (or save) jobs when reduciilg work time.
Whereas the first law specified a percentage of jobs that must be created (or saved) by a
reduction in work time, the second law omitted this requirement, significantly reducing the
emphasis on job creation. Second, with the exception of those on the minimum wage, the law
did not require firms to maintain employees’ salan'cs when they negotiated a reduction in work
time. Third, the law specified how cadres, a uniquely French category of professional workers"
and middle managers, were to reduce work time given that such employees rarely calculate
their work in hours. In general, cadres were entitled to take additional leave under the 35 hour
week, with their work time reduced to an annual limit of 217 days. Fourth, the second law
altered the definition of what was counted as work. For example short breaks during the
workday, which had been considered normal paid work time, were now no longer included in
working hours (Heyer and Timbeau, 2000: 66). This change to the definition of work meant
that the actual reduction in work time caused by the 35 hour week was often closer to two to

three hours per week than four hours, as the title of the legislation implies.

24



Chapter 2

Table 2.2 Summary of the main features of the Loi Aubry II

Feature

Description

Work time

Subsidies

Annualisation
of work time

Cadres
(managers and
professionals)

Over time

Minimum
wage

Time saving
account

Restated that the statutory working week would be 35 hours from 1
January 2000 for firms with more than 20 employees and 1 January
2002 for others.

Set the maximum working day at 10 hours and maximum week at 48
hours. Defined what is considered temps de travail effectif or effective
work time.

Specified the amount of government assistance given to firms with
over 20 employees who signed a work time agreement after 1 February
2000. Firms with less than 20 employees received either the subsidies
provided by the first law or, if they could not achieve its employment
targets, a new set of subsidies. These new subsidies were again paid as
a reduction in the social contribution, which ranged from 17,500FF per
year for employees on the minimum wage to 4,000FF per year for
workers on 1.8 times the minimum wage and above.

Set the overtime limit at 90 hours per year in cases where work time
was calculated on annual basis of 1,600 hours.

Identified 3 types of managers and specified their new working hour

regimes:

- Cadres dirigeants or senior managers were exempt from the 35 hour
week

- Cadres intégrés or managers whose work patterns were the same as
their staff reduced work time in the same way as their staff

- Cadres intermédiaires or intermediary managers who did not work
according to hours reduced work time on an individual basis to a
total 217 days per year.

Introduced an interim arrangement for overtime rates whereby hours
36 through 39 inclusive were paid at time plus 10% during first 12
months and time and a quarter thereafter. Hours 40 through 43
inclusive were paid at time and a quarter with any further hours of
overtime paid at time and a half. The overtime quota was 130 hours for
hours of overtime after the 37" in the first year, 36" in the second year
and 35" by 2002 and 2004, depending on the size of the firm.

Guaranteed that the take-home wage of employees on the minimum
wage was not reduced with the government promising top-up payments
to make up any difference.

Created ‘time saving accounts’ and specified how ‘liberated’ work
time could be saved up and used in the future.

(Source: Minstére de l’emploi et de la Solidarité, 2000)

2.1.2 The regional ARTT policy

Prior to the existence of a national 35 hour week policy, the regional government of Nord-Pas-

de-Calais created and implemented its own work time reduction policy with the aim of

increasing employment in the region. The policy was known locally by the initials of ARTT, an
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abbreviation of I'aménagement et réduction du temps de travail or the reorganisation and
reduction of work time. While the broad aims and characteristics of this regional policy
remained consistent from its inception in 1994 until 2001, the detail of its form and method of
implementation moved through several distinct phases over the period, depending on the

national employment policy framework in place at the time.

The broad aim of the regional ARTT policy was to create jobs in an attempt to reverse the
steady increase in unemployment witnessed in Nord-Pas-de-Calais over the previous two
decades, especially during the early 1990s. As a work sharing policy, its logic was to increase
the number of jobs available by decreasing work time per person and redistributing the existing

stock of jobs more widely.

Importantly, there was also a second dimension to the regional ARTT policy, with “heavy
emphasis on the ‘A’ in ARTT” (Vaneecloo, 2001: pers. comm.), which refers to the
aménagement or reorganisation of work time. The reorganisation of work time involved any
measure that better matched production and opening or operating times with demand,
particularly increased operating hours or increased variability in work times associated with
seasonality or systematic variations in demand. This second dimension of the regional ARTT
policy aimed, by using the organisation of work time as a lens through which to examine the
whole operation of the firm, to assist businesses in the region to modernise and adapt their use
of human resources to an increasingly variable economic climate. Therefore, from its outset, the
regional ARTT policy went beyond a simple work sharing policy and aimed at increasing
employment through simultaneously reorganising as well as reducing work time and

modernising firm management practices in the region.

The first steps towards a regional ARTT policy in Nord-Pas-de-Calais began in 1994 when the

Conseil Régional held the Assises Régionales pour l'emploi et le travail, a large public
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conference focusing on employment and work in the region that sought possible regional policy
solutions to Nord-Pas-de-Calais’s unemployment crisis. Unemployment was such an important
political concem in the region at the time that the regional government was forced to address
the problem despite the fact that employment policy was not explicitly part of its remit.
Although through its responsibility for regional economic development, regional government is
implicitly involved in job creation, with this responsibility generally met by providing

assistance to firms in order to secure their investment in the region.

Out of the Assises conference emerged several policy proposals, including ARTT. However,
given the restrictive confines of a uniform set of national employment laws and the fact that
employment policy, and work hours in particular, are not strictly the domain of the regional
government, there was a limited amount the regional government could do initially to
encourage firms to reduce work time and increase employment. The early regional ARTT
policy, which effectively began operation in late 1995, was therefore entirely voluntary,
working solely with firms that were interested in experimenting with work time reduction as a
way of increasing productivity and creating employment. The existence of several discreet
national laws dealing with work time reduction, firm level negotiation and the calculation of
hours of part-time work over the year (rather than week or month) gave the regional
government some scope in which to operate, although none of these laws provided any
significant financial assistance to help with the transition to and negotiation of shorter working

hours.

Unable to offer the financial support of a national work time reduction policy, the Conseil
Régional was forced to seek out innovative alternative ways of encouraging firms to pursue
work time reduction. The main method used to encourage firms to do this was to offer
assistance from business consultants to evaluate the firm’s operations and determine how the

firm could combine the productivity benefits of a reorganisation in work time with the
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employment benefits of a reduction in work time. In addition to providing firms with direct
~consultant assistance, the Conseil Régional established two additional groups: a network of
business organisations, or téfes de réseaux, to gather and diffuse information about work time
reduction, and a pdle de compétences, a group of academics expert in related areas, who
advised on best practice in the reorganisation and reduction of work time and evaluated and
refined the region’s use of work time reduction. Both the consultants and firms interested in
work time reduction were included in this network of business organisations and academics,
sharing information and experiences and working together with the regional government to

determine how best to encourage firms to reduce work time and increase employment.

In June 1996, the regional policy received a “bubble of oxygen” (Kniaz, 2001: pers. comm.), as
the former director of the Assises program called it, when the National Assembly passed the Loi
de Robien-Chamard, known colloquially as the Loi Robien, heralding a new phase of the
regional policy’s operation. This voluntary work time reduction law was applicable in both
offensive situations, where jobs were created, and defensive situations, where a reduction in
work time was used to save jobs threatened by redundancy. And, most importantly, the law
provided firms with financial assistance if they reduced working time by 10% or 15% on the
condition that they halted job losses or increase employment by 10% or 15% respectively. This
new national work time reduction law allowed the Conseil Régional to significantly expand the
scope of its regional ARTT policy because it was able to combine its regional expertise and

assistance from consultants with significant financial subsidies from the national government.®

® Importantly, these subsidies were paid as a percentage reduction of the social contribution paid by employers per
worker in the firm. By paying the subsidy as a percentage rather than a flat rate, this made implementing the Loi
Robien especially attractive to firms with higher paid employees.
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The regional ARTT policy moved into a third phase in 1998, again because of changes in
national employment legislation resulting from the adoption of the first Aubry law.” In order to
assist with the implementation of the Aubry I law in Nord-Pas-de-Calais, the Conseil Régional
signed a two-year convention with the national government, allowing the continuation of the
regional ARTT policy and combining it with the national policy. The convention resulted in
Nord-Pas-de-Calais receiving additional funds towards the implementation of the 35 hour week
in order to improve information-gathering, raise awareness, increase assistance to the region’s
firms and promote the implementation of the 35 hour week (Article 1, Convention entre ['état et
la région pour la mise en oeuvre de la loi d’orientation et d’incitation a la réduction du temps
de travail, 5 October 1998). Its key features were: (1) to extend the program’s existing network
of business organisations working with firms on work time reduction; (2) to provide additional
assistance from consultants before and after the implementation of work time reduction, most
notably to firms working collectively in the Assises’ network or those having difficulties
reducing work time; (3) to train the consultants who were implementing the policy; (4) to run
an information campaign and to provide additional training about work time reduction both in
general and with specific groups such as the social partners, firm directors and human resource
managers; and (5) to continue research into work time reduction in the region (Articles 1 to 8 of
the convention). This Convention Etat-Région was the only one of its kind signed in France and
allowed firms involved with the Conseil Régional’s policy to receive considerably greater

assistance during their transition to a shorter working week than elsewhere in France.

When the Convention Etat-Région ended in late 2000 so too did the regional government’s
involvement in the implementation of work time reduction in Nord-Pas-de-Calais. The Assises
program was disbanded and the implementation of work time reduction in Nord-Pas-de-Calais

became the sole responsibility of the regional arms of two national organisations; namely the

7 The start of the third phase also coincided with regional government elections in March 1998, which were won by

Socialist Party. Consequently, the Green Presidency ended. However, this led only to small changes to the regional
ARTT policy.
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Association Régionale pour 1'Amélioration des Conditions de Travail (ARACT)® and the
Direction Régionale du Travail et de I’Emploi et de la Formation Professionnelle (DRTEFP),
the regional branch of the employment ministry. During the two years’ duration of the
convention, these organisations had already become increasingly involved in the region’s work
time reduction policy, facilitating the handover of the program. After the convention ended at
the end of 2000, they continued to use the networks established by the Conseil Régional, but

without the emphasis on innovation and research (see Table 2.3).

Table 2.3 Summary of the phases of the regional ARTT policy

Regional policy National policy

1995 to Voluntary ARTT policy, encouraging Used a collection of national policies

June 1996 firms to implement WTR, create jobs  because there was no single national
and modernise operations. The CR policy relating to WTR:
subsidised expert assistance to firms, - Loi Quinquennale (1993) allowed
in the form of business consultants, increased flexibility in the use of
sponsored research into WTR and work time, conditional on WTR,;
methods of implementation, - From 1994 court ruling allowed
established networks of business calculation of part-time work as an
organisations and academics to assist annual average;
with work on WTR. - Accord National Professionel

(1995) allowed firm-level
negotiation by workers ‘mandated’
by trade unions.

June 1996 to Continuation of ARTT regional Loi Robien (June 1996) passed,

June 1998 policy of subsidising consultants, providing firms with significant
working with business networks and  government aid if they reduced work
researching and adapting method of time and increased employment or
implementing work time reduction. stopped job losses.

June 1998 to  Convention Etat-Région signed Loi Aubry I (June 1998) and Loi

Dec. 2000 October 1998 between the state and Aubry II (Dec. 1999) reduced the

region. The regional ARTT policy
continued in similar manner but with
state involvement via the regional arm
of two national bodies (ARACT and
DRTEFP).

statutory working week to 35 hours,
aiming to increase employment in
exchange for increased flexibility in
the use of work time, firm-level
negotiation and financial assistance.
Firms with more than 20 employees
changed over to a 35 hour week by
January 2000.

® ARACT is the regional branch of the Agence National pour I'Amélioration des Conditions de Travail (ANACT),
which is a public organisation established in 1973 by the Ministry for Social Affairs, Employment and Solidarity.
In the region of Nord-Pas-de-Calais, ARACT is financed by a combination of the regional government, the
national government via the region’s development plan, the regional arm of the employment ministry and ANACT.
It is run as a co-operative organisation between the social partners, which are France’s five main unions (FO,
CFDT, CGT, CFTC, CFE-CGC) and the two main employer groups (MEDEF and CGMPE). Currently in Nord-
Pas-de-Calais, the President of ARACT is from FO, while its Vice-President is from MEDEF.
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2001 to Withdrawal by CR from Firms with less than 20 employees
present implementation of 35 hour week. moved over to a 35 hour week by
Regional implementation carried out  January 2002.
solely by ARACT and DRTEFP.
Network of firms continued to be
used.

2.2 The policy problem

.In order to appreciate why such radical, elaborate and expensive work time reduction policies
were implemented in France, including Nord-Pas-de-Calais, it is necessary to understand the
policy problem that was being addressed by these policies. In the early to mid-1990s France
faced a serious and intractable unemployment crisis, which seemed impervious to employment
policy efforts. Furthermore, employment creation had stagnated, suggesting deep-seated
problems with the functioning of the labour market and the French economy. In Nord-Pas-de-
Calais the situation was even worse than the national average since, in addition to a generally
weak labour market, Nord-Pas-de-Calais had suffered from several decades of intense
deindustrialisation and significant structural economic change. On both the national and

regional scales, unemployment had reached crisis point.

In this second section of this chapter, I describe the national and regional labour markets as they
were at the time when the two work time reduction policies were developed. 1 begin by looking
at the unemployment situation at the national scale, describing the extent of the unemployment
crisis, its characteristics and evolution and explanations for the crisis. I also summarise the
employment situation in France, both to provide insight into the unemployment situation
generally and because the lack of job creation in France at the time was a contributing factor to
the choice of policy. To conclude this section, I turn to the regional labour market, summarising

the particularities of unemployment in Nord-Pas-de-Calais and describing its evolution.
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2.2.1 The French unemployment situation

Shortly before Jospin’s electoral victory in June 1997, a study commissioned by the Juppé
Government into unemployment surveyed the extent, characteristics and effects of
unemployment in France (Guiano, 1997). This study found that while 3 million people were
unemployed, nearly double this number were directly affected by France’s weak labour market,
whether through early retirement, under-employment or because they had dropped out of the
labour market découragés or discouraged (op cit: 173-175). This figure corresponded to a
startling one in three peoplev having been affected by unemployment in some way during the ten
years prior to 1996 (op cit: 111). Not surprisingly unemployment was the number one
preoccupation of the French people (op cit: 29) and the chief cause of a mood of morosité, or

gloominess, that pervaded French society during the first part of the 1990s (Ardagh, 1999: 715).

The bleak unemployment situation in France in 1990s contrasted starkly with the post-war
boom. In the 1950s and 1960s, French unemployment was stable and low (see Figure 2.2).
From the end of the Second World War to 1974, France enjoyed ‘les trente glorieuses’, thirty
‘glorious’ years of very low unemployment during which time the unemployment rate did not

rise above 2% (Marchand and Thélot, 1997: 80).

Freyssinet (2000: 26) breaks down unemployment during this golden age into two distinct
phases. In the first phase from 1946 to 1962, the labour market existed under conditions of full
or even over-employment, with employment and the labour force increasing at a similar rate.
The unemployment that existed during this period was largely cyclical, fluctuating by
approximately 200,000 people, according to the rhythm of economic growth (ibid). The second
phase, which began in 1963 and continued until 1974, is characterised by an expanding working
population that increased slightly faster than employment, initiating a small rise in
unemployment. The growth in the labour force was in part caused by the end of Algerian war,
which saw the decommissioning of soldiers and mass repatriations from Algeria, as well as

more permanent changes such as an increasing female participation rate and rural-urban
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their average length of unemployment also slightly longer (INSEE,’ 2000: 77). However, given
the total rise in unemployment, this represented a fall in the degree of gender inequality in the

French labour market since the 1970s (Lescure and L’Horty, 1994).

For young people and the low skilled, their absolute and relative position in the labour market
deteriorated considerably. Since the mid-1970s, the demographic group most affected by
unemployment in France has been those aged between 15 and 24. The unemployment rate
within this group was nearly double the national rate, reaching 25.9% by 1995 (Guiano, 1997:
48), although the duration of unemployment was comparatively short.' Unemployment was
similarly concentrated amongst the low skilled who were the least able to respond to the
structural shifts occurring in the French economy. In 1975, those with no qualifications had the
lowest rate of unemployment (2.9%) of any skill category of workers, significantly below the
national unemploymer& rate at this time (3.8%) and slightly under the rate of the most skilled
(3.1%) (op cit: 43). By the mid-1990s this pattern had been reversed, with unemployment
highest amongst the least skilled category, whose unemployment rate was 15.4% in 1996
(Lescure and L’Horty, 1994). Unskilled young people were the hardest hit by the
unemployment crisis with over half of young people who had not completed any sort of

diploma unemployed (Guiano, 1997: 49).

There is also a degree of hidden unemployment in France not identified in the unemployment
figures. While the unemployment rate rose 6.4 percentage points between 1970 and 1990, the
labour force participation rate simultaneously fell by 1.5 percentage points from 67.8% to
66.3%, despite an increase in the working age population of 5.8 percentage points (Habermeier

and Henry, 1996: 68-69). This corresponded to a 5.7 percentage point rise in the rate of non-

% INSEE is the French national institute of statistics and economic research.
' In 1996, the average duration of unemployment was 9.5 months for those under 25, compared with an average of
15 months across the whole labour force (Guiano, 1997: 48).
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employment'' (ibid). Comparing French labour force participation to that found in other G7
countries highlights the difficulties facing France since the mid-1970s. During the mid-1970s,
the French participation rate was comparable with that in the USA, Canada and Germany. By
the mid-1990s, the French participation rate was nearly 10 percentage points lower than the
American rate, and the second lowest amongst the G7, second only to Italy. In addition, its
participation rates amongst younger (under 25) and older (over 55) people were the lowest in
the OECD. Seventy percent of younger people were inactive in 1995, thanks in part to a rapid
increase in student numbers during the 1980s which gave France the highest proportion of
students in Europe (Guiano, 1997: 75). Similarly, inactivity amongst older people grew from
48% in 1975 to 63.9% in 1995, 15 percentage points higher than the rate in the UK and nearly
20 percentage points higher than the American rate. This fall in participation is largely a result
of employment policies in the 1980s that encouraged early retirement by reducing the
retirement age to 60 and making it a cheap form of retrenchment, especially for industrial
workers affected by economic restructuring. By 1995, 467,000 people were receiving
government-funded early retirement pensions (op cit: 78). The low participation rate generally,
as well as the especially low rates amongst younger and older people suggests, therefore, that
there was a considerable degree of hidden unemployment in France, extending beyond the high

official unemployment rate.

The geography of French unemployment

A further important characteristic of French unemployment is its geographic inequality. Since
the 1970s, the geography of French unemployment has shown a distinct pattern of higher
unemployment in the north and south of the country (INSEE, 1998; see Figure 2.4). This
pattern in terms of both its geography and level of regional inequality has remained constant
from the 1970s onwards (Guiano, 1997: 46). From the mid-1970s until the present, the southern

regions of Languedoc-Roussillon and Provence-Alpes-Cote-d’Azur have had unemployment

"' Calculated as the number of people of working age who are not employed, as a percentage of working age
population.
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rates above the national average. Similarly, the unemployment situation in the north of France
was considerably worse than the national average. The regions of Nord-Pas-de-Calais and
Haute Normandie both experienced a sharp increase in their unemployment rate in the mid-
1970s. However, whilé unemployment in Haute Normandie plateaued in the early 1980s at 2%
above the national average, the relative level of unemployment in Nord-Pas-de-Calais

continued to rise.

While unemployment rates in the two southern-most fegions of France were comparable to
those of Nord-Pas-de-Calais and Haute Normandie, the northern regions were characterised by
a higher proportion of long term unemployed. Just under 40% of unemployed people in the
northern regions had been unemployed for over a year and 11% for over three years, compared
with 33% to 34% for over a year and 7% for over three years in the southern regions (INSEE,
1997: 138). In addition, there were higher rates of youth unemployment in the north. Over 20%
of the unemployed in the north were under 25, compared with 14-15% in the southern regions
(ibid). Furthermore, while the unemployment rates in the northern regions and southern regions
were comparable, rates of employment growth differed significantly. The southern regions
experienced some of the highest rates of employment growth in France, over 5% from 1975 to
1985, while employment fell in the northern regions (Scargill, 1991b: 345). Consequently,
unemployment in the south of France was largely a result of the migration to the region.
Therefore, these statistics suggest that the labour market in the north of France, while having a

similar overall unemployment rate to the south, suffered from additional weaknesses.
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2.2.2 The French employment situation

In order to understand French unemployment, it is important to appreciate the employment
situation and variables concerning labour demand. Habermeier and Henry (1996: 67) observe
that “the salient feature of the French labour market in the last two decades has been the slow
growth of employment relative to population”. The mismatch between a small rise in the

demand for labour and a much bigger rise in the supply of labour is one of the main

.. explanations for-unemployment in France, and especially.its rise- during the-1980s... - - - ... - —-.

The pattern of slow employment growth relative to population has not always been the case in
France. From 1946 to 1974, employment in France grew in parallel with the rise in the active
population (Boyer, 1997b: 4). Again, 1974 marks a rupture in the labour market regime with a
dramatic change in the relationship between employment and labour force participation. After
1974, employment growth plateaued despite the 'continuing rise in the labour force. Between
1974 and 1999, employment rose by a mere 8%, or 1.7 million jobs, from 21.2 million jobs in
1974 to 22.9 million jobs 25 years later (Freyssinet, 2000: 27). Over the same time frame, the

active population grew by 16% or some 3.5 million people (INSEE, 2000: 75).

The persistently low rate of employment growth experienced in France over the last 25 years is
atypical of OECD countries; while many countries experienced low rates of employment
growth in the mid-1970s and early 1980s, their labour markets recovered in the 1990s. As a
result, the average rate of employment growth in France from 1980 to 1999 is one of the lowest
amongst OECD countries, and only one fifth of that experienced in America (see Figure 2.5).
Although failing to achieve employment growth, France experienced significant productivity
growth. Referring to the period between 1970 and 1995, Habermeier and Henry (1996: 68)
argue that “the increase in real GDP can be accounted for almost entirely by higher
productivity, which in turn reflects some combination of capital deepening and technological

change”. Similarly, Guiano (1997: 55) concluded that “French unemployment is the result of a
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While net employment creation has been low since the 1970s, France has a relatively high
turnover rate, with high total rates of job creation, job destruction and new employments
(OECD, 1994a: 16). The Guaino report (1997: 79) estimated that there were approximately 7
million movements on the French labour market per year, with 3.5 million jobs created and the
same number destroyed each year. This figure was comparable to the labour turnover rate in the

USA, but greater than that in the UK and Germany.

‘Precarious’ Employment

A notable feature of employment creation in France is the type of jobs created. Over the last 20
years, many of the new jobs created in France have been ‘des emplois précaires’, or precarious
forms of employment such as ‘contrats a durées determinées’ (fixed-term contracts (CDD)),
subsidised employment contracts', temporary contracts and apprenticeships. Fixed- and short-
term contract employment has become increasingly popular since CDDs, the most common
form of temporary employment contract, were first allowed in 1979. By 1995, most new j;bs
were in the form of CDD contracts, with permanent contracts (CDI) representing only one sixth
of new positions in firms with over 50 staff. CDDs not only account for the majority of jobs
created, they also represent approximately half of the jobs destroyed each year. Additionally,
non-permanent jobs tended to involve quite short periods of employment, with the duration of
the average CDD contract being only three months and temporary work contracts averaging
less than two weeks in 1996 (Guiano, 1997: 19). Consequently, workers on CDDs were nine
times more likely to find themselves unemployed in any given year than are their counterparts
on CDI contracts (op cit: 18). This volatility was the result of CDD posts “having become the
principal variable for adjustment” in periods of poor economic conditions (op cit: 101) and used
by firms to “manage their labour force in a way that is more flexible and more selective”

(INSEE, 2000: 78). As a consequence, French workers have a particularly negative view of

12 During the 1990s, several types of subsidised employment contracts were created to assist the unemployed re-
enter employment, including contrats emploi-solidarité (CES, 1990), contrats employs consolidés (CEC, 1990),
contrats initiative emploi (CIE, 1995), contrats emploi ville (CEV, 1996) and contrats emploi jeunes (CEJ, 1997).
The salaries of workers on any of these contracts are subsidised by the government.
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CDD contracts and other non-permanent forms of employment because of the ‘precariousness’

of these positions.

Another form of employment, which is often perceived as ‘precarious’ by French workers and
which has been increasingly used over recent years is part-time work. Part-time work 1s one of
the chief ingredients in the Dutch ‘employment miracle’, which saw their unemployment rate
drop from a level similar to that of France in the mid-1980s to 3.6% in 1999 (INSEE, 2000: 77).
Consequently, there has been much interest in the use of part-time work as a possible way of
reducing unemployment throughout Europe. The first step towards encouraging increased part-
time work in France occurred in 1992 when the government introduced legislation that reduced
the social security contribution made by employers for part-time workers, especially in low paid
sectors (Vergriete, 1997: 49). Largely as a result of this legislation, part-time work in France
increased from 8.7% of employment in 1990 to 15.8% in 1997 (see Figure 2.8, Galtier and
L’Horty, 2000: 101), although it was heavily gender biased with 32.3% of women workers

working part-time, compared with only 5.7% of men (INSEE, 2000: 81).

However, much of this rise in part-time work has been involuntary. In 1990, half a million part-
time employees said they would prefer full-time work and were classified as involuntarily part-
time workers. By 1997, this figure had increased to just under a million employees,
representing nearly half of France’s part-time work force. This “aversion in France to part time
work” (Kirman, 2000: 48) stands out within Europe. While the French rate of part-time work
sits on the European average, France has Europe’s highest level of involuntary part-time
employment (Galtier and L’Horty, 2000: 105). Kirman (2000: 49) argues that, as with non-
permanent work, the French dislike part-time work because of its precariousness, which they
see as typical of the Anglo-Saxon model of labour relations. This aversion by French workers to
part-time work is exacerbated by much of the legislation having been tailored to the needs of

employers rather than employees.
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Taken together, the rise in both part-time and contract employment has led some observers to
argue that a dual labour market has developed in France (OECD, 1997b: 68). The core labour
market continues to offer secure permanent jobs, protected by traditional employment
legislation, while the peripheral labour market is highly insecure, relying on atypical contracts,
resulting in a high rate of turnover and little protection for workers. The OECD argues that the
existence of a multi-tier labour market partly explains why France has a relatively high labour
turnover rate, but only limited net job gains (ibid). This is consistent with the Esping-Andersen
and Regini (2000: 2) argument that some types of employment protection, while not causing

unemployment, do contribute to certain groups remaining outside the core labour market.

As well as underemployment in terms of hours worked, there was also a relatively high rate in
France of under-employment in terms of people working beneath their level of qualification. In
1995, 23.1% of employees were working in jobs beneath their level of qualifications (Guiano,
1997: 49). Together, the level of under-employment by both hours and skills, involuntary part-
time employment and short-term employment are indicative of considerable dissatisfaction
amongst French workers, who remain in unsatisfying jobs because of fear of unemployment

and the difficulty of finding anything more fulfilling.

Overall, this description of the French labour market paints a pessimistic picture. The
unemployment rate was one of the highest in the OECD and had been rising steadily since the
mid-1970s, when the post-war boom abruptly ended. Given the considerable levels of ﬁon-
employment and under-employment, joblessness was more severe than the official
unemployment rate suggested. Concurrently, employment creation had stagnated, with the new
jobs that were created being largeiy in ‘precarious’ forms of employment such as short-term
contract work and part time work. By the mid-1990s, the French labour market was showing
deep-seated problems, which explains in large part why unemployment featured so prominently

in the consciousness of the French people.
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2.2.3 The regional context: the unemployment situation in Nord-Pas-de-Calais

The regional labour market in Nord-Pas-de-Calais suffered from the same general weaknesses
experienced at the national scale. However, in addition, Nord-Pas-de-Calais also faced
numerous challenges specific to the region, resulting from its economic history and
demography. Consequently, “while the national context explains a large part of the evolution of
unemployment in the region, the situation [in NPDC] has nonetheless degraded faster than
elsewhere in France” (Dormand, 2001: 187), making the unemployment crisis in Nord-Pas-de-

Calais in the early to mid-1990s more severe than that found in France generally.

In the early 1990s, when the regional ARTT policy began, the unemployment rate in the region
was 16%, 30% higher than the national rate of 12.3% (see Figure 2.6). Since 1982, the region’s
unemployment rate has been above 10% and steadily increasing, stalling only briefly at the end
of the 1980s, before rising again quickly during the recession of the early 1990s. By 1993, the
region experienced its biggest ever annual increase in unemployment, with the total number of
unemployed people increasing by 36,300 or 15.6% (Dormand, 2001: 190). In some
employment zones” in the region, the situation was even more severe, with unemployment
breaking 20% in the worst affected zone of Valenciennois in 1995 (see Figure 2.7).
Furthermore, throughout the 1990s the region had the lowest participation rate in the country,
suggesting considerable hidden unemployment. This was particularly the case amongst 50 to 65
year olds whose participation was 14 percentage points lower than the national average in 1990

and still 10 points lower in 1996 (INSEE, 1997: 139).

'* Employment zones are an administrative category created in 1974. They represent travel-to-work zones in which
a majority of the population both work and live.
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and 25% of the country’s total annual budgetary revenue. At its peak in the 1930s, the region
also provided two thirds of the nation’s coal supplies (Scargill, 1991a: 171). The department of
Nord ranked as France’s premier agricultural and industrial department (Vouters, 1999b: 92),
making Nofd-Pas-de-Calais economically the second-most important region in France, behind
{le-de-France (Dormand, 2001: 25). Despite the destruction wrought on the area by the First
and Second World Wars, the region recovered quickly following both wars and maintained a

strong industrial economy throughout the first half of the 20™ century.

The region’s industrial strength was based around the three industries of textiles, coal, and steel.
By 1954, 53% of the region’s industrial labour force was employed in these three industries,
corresponding to nearly 30% of the total labour force (Paris, 1991: 75). To these three core
industries were added other similarly skilled, labour-intensive industrial activities, such as ship-
building, clothing manufacturing, iron and electricity production. Just prior to the Second
World War, the region provided France with 45% of its electricity, 59% of its coal, as well as

13% of its cast iron and 18% of its steel (Dormard, 2001: 31; Vouters, 1999a: 92).

Given the concentration of industrial activity in the region, the process of deindustrialisation
that began in the 1950s had a major impact on the region. Due to competition from cheap
imports and the increasing popularity of alternative energy sources, especially nuclear (Scargill,
1991a), coal was the first industry to be affected. During the 1950s, 37,000 jobs were lost in the
industry (Vouters, 1999¢: 15), with the mining areas surrounding Avesnes and Béthune
becoming some of the first areas in France to receive structural adjustment assistance in 1956.
Despite this, unemployment remained constant during the 1950s and 1960s. ‘Les trente
glorieuse’, the 30 ‘glorious’ years of French growth, went some way to containing the initial
impact of deindustrialisation. While growth in the region was lower than elsewhere in France, it

was sufficient to offset the effect on employment of a 57% fall in agricultural employment
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between 1954 and 1975, a trend experienced throughout France, and an 11.2% fall in industrial

employment.

The successful mitigation of the process of deindustrialisation abruptly ended in 1975 when
“the first oil shock caused a significant degradation of the region’s labour market” (Dormand,
2001: 187). Between 1960 and 1990, the region lost 300,000 jobs from its three industrial
pillars: coal and textiles together losing 250,000 jobs between 1960 and 1990, while the decline
in metal industries came later in the form of 50,000 job losses between 1975 and 1990 (Paris,
2001: 75). While some of these jobs were replaced by incoming industries such as car-making,
the net loss in industrial employment in the region between 1962 and 1990 was 255,000 jobs, of

which 215,000 were lost in the 15 years after 1975 (ibid).

Given the industrial history of the region it is therefore not surprising that the region’s
unemployment grew faster than the national average. Not only were the high-energy consuming
industries in Nord-Pas-de-Calais most directly affected by the oil shocks, but the region’s
economy was also ill prepared for the structural changes that followed. In particular, its labour
force was characteristic of an industrial region, and poorly suited to service sector employment.
Consequently, while the region lost a large proportion of France’s industrial jobs, it gained a
significantly smaller proportion of the service and tertiary sector jobs that replaced them,; its
proportion of tertiary sector jobs was persistently several points below the French national
average throughout the 1980s (INSEE, 1988). As industries closed in the region, they were
rarely replaced, causing the employment that remained to become increasingly dependent upon
a smaller concentration of economic activities. Dormard (2001: 207) estimates that the increase
in the region’s concentration of employment in certain industries and the resulting lack of
economic diversification caused the regional unemployment rate to be 3.2 percentage points, or

20%, higher in 1990 than if it had maintained its level of diversity in 1975, suggesting that the
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region’s limited ability to adapt to the structural shifts occurring in France at the time

contributed considerably to local unemployment.

While unemployment in the region as a whole was higher because of a lack of local diversity in
certain employment zones, this effect was particularly pronounced because of Nord-Pas-de-
Calais’s industrial legacy. At the height of its industrialisation, Nord-Pas-de-Calais was
composed of numerous specialised employment areas, with each industry compartmentalised
into a specific zone (Battiau, 1995: 99). Textiles and coal were particular concentrated
geographically, with textiles centred on the twin towns of Roubaix-Tourcoing, while the mining
basin extended from Béthune, through Lens, Douai and Valenciennes down to Avesnes in the
south-east tip of the region. Similarly, steel and ship-building focused on the towns of Calais
and Dunkirk. This highly geographic organisation of the region’s industries and the lack of
employment diversity in these zones have contributed considerably to the current concentration

of unemployment in these areas, as well as in the region more generally (Paris, 2001: 43).

A further cause for the region’s poor employment performance was its demography. The region
was the youngest in France, with 40% of its population under the age of 25 (INSEE, 1997: 72).
Furthermore, it was the least educated. As age and educational attainment were the two
strongest correlates for unemployment, the characteristics of Nord-Pas-de-Calais’s labour force
meant that unemployment was more likely in the region than elsewhere in France, even if all
other things were equal. Furthermore, the region was already handicapped by its industrial
history. Dormard (2001: 196) estimates the ‘structural impact’ resulting from the spegiﬁcities of
the region’s labour force, especially its high proportion of low-skilled employees, increased the
region’s unemployment rate in 1995 by an extra 0.7 percentage points. However, it should also
be noted that both the region’s demography and low levels of education were legacies of its
industrial past and resulted from the particular type of labour market created by the industries

that used once to occupy the region.
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Therefore, the unemployment situation in Nord-Pas-de-Calais had been affected by both a weak
national labour market as well as numerous factors specific to the region that had further
contributed to its poor employment performance. In addition, its lack of economic diversity and
a labour force poorly suited to the demands of the modern French labour market had
contributed to the region’s poor performance in both absolute and relative terms. However, the
underlying cause of its poor economic performance in employment terms was
deindustrialisation and the economic legacy left behind from having once been France’s

premier industrial region.

2.3 Conclusion

This analysis of unemployment in France and the region of Nord-Pas-de-Calais demonstrates
that, by the mid-1990s, unemployment had reached the point of crisis. Not only were absolute
rates of unemployment high, there was also significant hidden unemployment, under-
?mployment and a high level of dissatisfaction amongst those employed. Furthermore,
unemployment no longer seemed responsive to increased growth, suggesting a sizeable
component of structural unemployment. Worse still, employment creation had frozen,

especially with respect to permanent, core labour market jobs, particularly in the private sector.

The economic costs of the unemployment crisis were obviously high. However, the crisis was
also having insidious social impacts, not only on the 3 million people touched personally by
unemployment in 1997 and the 6.7 million affected by other forms of joblessness (Guiano,
1997: 157), but also on French society as a whole. During the 1990s, a prevailing gloom spread
over the French: “Morosité was the word most usually used to describe the mood of France in
the mid-1990s.” (Larkin, 1997: 432) The term morosité described “feelings of insecurity and
pessimism about the future” and unemployment “has been seen as the major factor behind the
French morosité, creating a climate of insecurity and in some cases hardship and despair”

(Ardagh, 1999: 715, 175). This feeling of morosité was not confined to the unskilled and
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working classes; there had developed “a pervasive climate of insecurity, among cadres [middle
and senior managers] as well as workers” (op cit: 715, 717). Amongst youth its effects were
especially troublesome. High youth unemployment, one study found, was the main contributor
to “75 percent of [young people] saying they lacked confidence in the future, either for
themselves or society” (op cit: 573). Ardagh finished this sentence by noting that France’s
youth suicide rate was the highest in the EU. This national feeling of pessimism brought about
by unemployment was also connected to rising racism in France and in the first round of the
1997 elections Jean-Marie Le Pen’s right wing Front National party polled 15%, its highest
result to that date (Shields, 1997: 416). Together, these social impacts highlighted the profound

personal and social cost unemployment was having in France in the mid-1990s.

When these psycho-social impacts are added to the economic cost of a decade when
unemployment averaged above 11%, the result was an undeniable unemployment crisis in
France in the mid-1990s. Furthermore, it was a crisis that had, to that time, seemed impervious
to the government’s policy reforms. Over the previous 15 years government policies had failed
to reduce unemployment in any sustainable way. That impression was not assisted by an ill-
fated remark by President Frangois Mitterrand during a television interview in October 1993,
when he admitted: “All the classical solutions, whether economic or social, for fighting against
unemployment have failed. And not just in France but in all developed industrial countries” (Le
Monde, 27 October 1993, p.8). While he went on to clarify this comment, retained as the catch-
phrase in the public arena was the sense that the country’s politicians believed there was
nothing left that could be done to solve the unemployment crisis and had resigned themselves to
the status quo, further deepening the general feeling of pessimism that already existed in French

society.

In order to understand the work time reduction policies adopted in France, it is therefore

imperative to understand the economic environment and social context in which the policies
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were developed. The decisions to implement the 35 hour week and the region’s work time
reduction policy were linked to the need for radical, proactive reform that demonstrated a real
commitment from government to breaking the cycle of high unemployment and kick-starting
employment creation in an economy that had witnessed stagnant employment growth for over a

decade.
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CHAPTER 3

Theorising the Local Labour Market

In this thesis, I provide a regional perspective on the 35 hour week policy, looking up from the
local labour market in Nord-Pas-de-Calais. In so doing, my research touches on a range of
topics, including the functioning of the local labour market, the making and implementation of
employment policy, labour market governance and the relationship between the local labour
market and national and global scales. At the core of all these topics lies a common theoretical
concern with the local labour market. The theoretical approach I adopt in my study of the local
labour market is a political economy approach. I have chosen this approach because it
incorporates the breadth of factors that I am concerned with, which include: (1) economic
factors impacting upon employment, unemployment and other economic indicators; (2) social
factors influencing public demand for certain forms of employment protection and contributing
to policy outcomes; (3) political factors shaping the policy process; and (4) geographic factors
concerning the relationship between various scales. In my view a political economy approach is

best able to combine this range of factors into a single coherent framework.

In this chapter, I outline the political economy approach I adopt to theorise the local labour
market. I begin by describing two specific theories that I combine from under the umbrella of
political economy. The first is regulation theory, which evolved from institutionalism and
focuses on the causes and consequences of national capitalist diversity. The second is Peck’s
(1996) economic geography theory of the local labour market. This theory, which I draw on
heavily, is very suitable for my research purposes because it considers the functioning of the
labour market at the local scale; it includes economic and non-economic determinants; and it
deals explicitly with the relationship between local, national and international scales in the

labour market.
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In the second section, I examine neoclassical economic theory, its general theoretical
framework, and its conceptualisation of the labour market. I do so for several reasons. The first
is in order to show how the theoretical approach I adopt contrasts with the orthodoxy of labour
market research and to justify why I have chosen to diverge from this dominant approach.
Second, neoclassical economics has heavily influenced the Anglo-American policy model, and,
- as Snower (1995: 132) stresses, “it is important to evaluate unemployment policies through the
predictions of the underlying theories”. Consequently, issues raised here about the neoclassical
conceptualisation of the labour market, employment and unemployment are pertinent to
discussions about the Anglo-American model of employment policy. The third reason for
dwelling on neoclassical economics is because it is the source of the commonly used definitions
and explanations for unemployment. I will draw on these definitions in the third section of this
chapter where I summarise explanations for the French unemployment crisis, considering both

neoclassical and regulation perspectives.

3.1 A political economy approach

Political economy is the study of “the management of the economy by the state” (Bullock and
Trombley, 1999: 291). It is based on a “belief that the political and economic are irrevocably
linked” (Johnston et al, 2000: 594). Consequently, political economy research concentrates on
“the ways in which social and political power geometries, and the shifting alliances of and
between political and economic elites interconnect with economic processes” (Swyngedouw,
2000: 542). In economic geography a further spatial element is added to standard political
economy theory, incorporating the relationship between social and political power relations and
economic processes in a particular place and across different scales. The two key variables that
are emphasised are place, especially features particular to a certain place that affect the political
and economic processes that occur there, and the scale or scales at which these processes occur.
Consequently, political economy research in economic geography views economic processes as

embedded in the context in which they occur and influenced by the politics, culture,
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institutions, history and geography of a particular place. In other words, economic processes are

not studied as abstract phenomena but as ones embedded in a particular socio-political context.

Political economy enjoys a strong tradition within both economics and economic geography.
Indeed, the modem academic discipline of economics began as political economy. The writings
of the great economists such as Smith, Ricardo, Marx and Keynes were all political economy,
seeking to create a “philosophy of capitalism” (Heilbroner, 1995: 253). Their theories grounded
the economic processes they sought to explain within their political context. It was not until the
‘scientific’ or quantitative revolution in economics during the 20" century that the political was
separated from the economic and mainstream economics began to focus largely on quantitative
model-based research (op cit: 240). Economic geography, under the influence of the
behavioural school, underwent a similar quantitative transition in the 1960s (Massey and
Meegan, 1985: 3). The spatial economic analysis typical ‘E the era had its “roots in neoclassical
economics” and relied upon “insistent methodological individualism” (Scott, 2000: 23, 25). It
was not until the economic turmoil of the 1970s that political economy was ‘rediscovered’ in
economic geography because the behavioural school had proved “clearly inadequate to the task
of dealing with the grand structural forces that seemed to lie behind these developments™ (op
cit: 25). Instead, economic geographers turned towards political economy theories in order to
demonstrate “how the forces of capitalist accumulation and their associated social structures
create and recreate geographic realities ... and how the conflict built into these realities are
mediated by the state apparatus representing the political condensation of the class tensions in
society at large” (ibid). This form of political economy analysis proved effective at explaining
the geographically highly uneven economic change that was occurring at this time in the
developed world, and it remains a prominent theoretical approach in economic geography

research.
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The theoretical approach I adopt draws upon this long and influential tradition of political
economy research in economic geography. Indeed, the topic of unemployment in Nord-Pas-de-
Calais, a deindustrialised region struggling with the repercussions of structural economic
change, is resonant of the research questions of the 1970s that sparked the ‘rediscovery’ of
political economy by geographers. Beyond it being a ‘classic’ topic for political economy
research in economic geography, my research is compatible with this approach for several
further reasons. In studying employment policy, 1 am necessarily considering the management
of the economy by the state, as political economy seeks to do. Furthermore, I am not only
interested in the economics of this policy and its impact on employment, but also the politics
behind it. Given that I am interested in scales of governance, my research is also concerned
with socio-political factors and their interaction with economic processes at and between
various scales. A political economy theoretical framework is capable of capturing the broad
scope of my research, effectively illuminating the important intricacies and dynamics of my

topic.

The exact political economy approach I adopt combines two related theories that fall beneath
this theoretical umbrella. This first is regulation theory (Aglietta, 1979; Boyer, 1990; Boyer and
Saillard, 2002). Regulation theory is predominantly macroeconomic in its focus and seeks to
explain capitalist diversity and the existence of nationally distinct types of capitalism. It does so
through the analysis of the various factors that cause national economies to create and
perpetuate different socio-political and economic structures. The second theory I adopt is
Peck’s (1996) political-economic theory of the local labour market. It has the same theoretical
and philosophical starting point as regulation theory, but has a micro-economic focus and
provides a theoretical framework designed specifically for studying the local labour market. In
doing so, Peck’s theory reduces the scale of analysis from the national to the sub-national. It
explains how the local labour market functions and incorporates space as a variable, not just a

descriptive tool, in labour market theory.
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3.1.1 Regulation theory

Regulation theory is based on institutionalism, a school of thought that has been highly
influential in recent economic geography research (Amin, 2001; Jessop, 2001; Tickell and Peck,
1992; Tickell and Peck, 1999; Wood and Valler, 2001). While institutionalism is a broad field,
at its core is the study of the “difference in institutional structures of societies, not only purely
economic institutions but also political and wiqer social ones” (Crouch and Streeck, 1997: 1).
This interest in the institutional structures of a country results because institutions are argued to
embody “the distillation of more durable historic choices for a specific kind of society, since
economic institutions condition levels of social protection, the distribution of income, and the
availability of collective goods — features of the social solidarity of a nation” (Hall and Soskice,
2001: 2). In analysing institutional structures, the primary goall of institutional theories is to
explain the diversity of modemn capitalist economies and to highlight the power of national
social, political and cultural characteristics in defining the shape of capitalism in different

countries.

An institutionalist analysis focuses on the core institutions and mechanisms of economic
governance, namely “competitive markets and property rights based on organisational
hierarchies” (Crouch and Streeck, 1997: 2), which vary between national economies and alter
capitalism to meet domestic sensibilities and needs. Competitive markets are analysed
according to the degree to which they are free or ‘liquid’ and open to perfect competition.
Factors considered include the level of regulation, informal collusion between firms, and
cultural characteristics. The second core institution is organisational or managerial hierarchies

and the way firms organise labour and negotiate with partners.

Three mechanisms of economic governance are recognised in institutionalist analysis. The first
is ‘state traditions’ of intervention in the economy, and most notably the nature and level of

government involvement in economic management. The second is how formal associations
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such as trade unions are organised, their role and their power. The final mechanism of economic
governance is the way in which informal networks or social groupings interact and work within

the economy (Crouch and Streeck, 1997: 15).

According to institutional theory, these core institutions and mechanisms of economic
governance have considerable influence over the workings of capitalism in national economies.
They capture national political, social and cultural characteristics and translate them into
distinct national models of economic governance. Consequently, institutionalist theory stresses
the role of non-economic factors in managing and adapting capitalism according to national

priorities and tastes.

Regulation theory is “one of the most influential of institutionalist approaches” (Peck, 1996:
97). Founded by a group of French economists, led largely by Aglietta and Boyer, this theory
seeks “to account for the variability of forms of capitalism in space and time” (Boyer, 1997a:
74-5). It does so by identifying the ‘mode of regulation" of an economy, which is defined as:

The set of procedures and individual and collective behaviours that serve to:

(1) Reproduce fundamental social relations through the mode of production in

combination with historically determined institutional forms. (2) Support and

‘steer’ the prevailing regime of accumulation. (3) Ensure the compatibility

over time of a set of decentralised decisions (Boyer and Saillard, 2002: 341)
This view of the economy is “seductive” because of its “capacity to grasp the economy as a
whole” (Aglietta, 1998: 42), incorporating economic relations, socio-political factors and
history into a single coherent theoretical framework. In doing so, “the social embeddedness of
economic relations” is emphasised, along with the institutions “that routinize behaviour,

mediate social relations and provide a coherent set of mechanisms that guide accumulation”

(Lewis et al, 2002: 442-443).

! The translation of the term regulation from French to English is problematic (Boyer, 2002: 1). The term
régulation, as used in the original French context, has a broader definition than regulation in English, referring to
general issues of control and organisation as well as more formal regulation (as defined by the term regulation in
English or réglementation in French).
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Within the ‘mode of regulation’, regulation theory divides the capitalist economy into two key
relations:

capitalism is defined by the conjunction of two principles of economic

organization. A market relationship, horizontal in type, organizes exchange

relations between economic agents, while the vertical capital-labour

relationship codifies the subordination of wage eamers to a rationale set by

the firm. (Boyer, 1997a: 75)
The economy is, therefore, divided into two concurrent, interconnected and equally important
relationships: the market relation and the wage relation. Regulation theory considers the
institutional forms that result from the interaction between the two economic relations, arguing
that this is how social and political factors feedback into the economy: “The institutionization
of one form of market relation and of one type of wage relation is not simply the result of
selection in terms of criteria of economic efficiency. ... [T]he process of institutionalisation
reflects the social and political conflict particular to each country” (op cit: 75-76). Indeed, one
of the founding assumptions of regulation theory is that “economic actors interact on the basis
of a series of institutions, rules of the game and conventions” (Boyer, 2002: 10), which are pre-
existent and historiéally determined. Therefore, regulation theory focuses on the institutional

arrangements within the mode of regulation of a national economy and the social and political

struggles that produce and reproduce these arrangements.

An important feature of regulation theory is that it does not consider markets to be self-
equilibrating. Indeed, _it starts with the opposite position, that “market economies are in no way
self-equilibrating. The success of capitalist economies depends on institutions” (Grahl and
Teague, 2000: 172). Therefore, rather than being viewed as impediments to market efficiency,
institutions are considered to be fundamental to their success. In taking this broader view,
regulation theory abandons the assumption of neoclassical economics that the market is
inherently efficient and self-regulating. Instead, regulation theory argues that “a market
economy may indeed achieve a certain coherence and overall efficiency, but it is a functional

array of institutions, not spontaneous market equilibrium, which brings this about” (op cit: 163).
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Therefore, regulation theory emphasises the role of institutional structures, which are
historically contingent upon social and political power struggles, in mediating economic

relations.

A further point that makes this theoretical approach particularly applicable to my research is
that it places labour at the heart of its analysis: “in spite of the fact that the RS [regulation
school] appeals to an array of structural forms, the rapport salarial [wage relation] is obviously
the most central of these” (op cit: 163). The wage relation is characterised by “mutual relations
among different types of work organisation, life-styles, and ways in which the labor force is
reproduced” (Boyer, 1990: 38). Specifically, it is determined by five components of the
relationship between capital and labour, namely:

the type of means of production; the social and technical division of labor; the

ways in which workers are attracted and retained by the firm; the direct and

indirect determinants of wage income; and lastly, the workers’ way of life,

which is more or less closely linked to the acquisition of commodities or the

use of collective services outside the market (ibid).
Therefore, the centrality of the wage relation results from its influence on the form of the
market relation directly as well as indirectly via consumption patterns, productivity and
adaptability to technological change. Consequently, regulation theory argues that much of the

diversity that exists in modern capitalism can be explained via analysis of the wage relation and

the corresponding nationally distinct models of labour market governance.

Much of the early research by regulation theorists involved the identification and codification of
‘Fordism’ as a mode of regulation. In particular, Aglietta’s (1979: 382) seminal work analysed
the American economy in 1960s and identified a mode of regulation characterised by a social
organisation of labour influenced by “the principle of mechanization ... [and] an intrinsically
capitalist mode of consumption ... structured by the mass production of standardized
commodities”, which together formed “a regime of predominantly intensive accumulation”.

More recent work within the regulation school has suggested the emergence of a post-Fordist
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mode of regulation resulting from significant transformations that have occurred in developed
economies since the mid-1970s, including the rise of the information age, increased global
interdependence, and the emergence of new flexible forms of production and patterns of
employment (Amin, 1994: 2). However, there is debate about the extent to which these changes
represent the creation of a genuinely new mode of regulation with some commentators arguing
that they only represent changes in the conditions of production and not the emergence of a new

regime of accumulation (Tickell and Peck, 1992: 190; Tickell and Peck, 1999: 121).

Considerable attention has been given to debate concerning the emergence of a post- or after-
Fordist mode of regulation in economic geography largely because of inherently geographical
tensions that are emerging within this new mode of regulation. Tickell and Peck (1999: 125)
identify a “new spatial disorder” with “an uneasy interface between national forms of
regulation and the globalizing dynamic of accumulation” (emphasis in original). Similarly,
Swyngedouw (1992) identifies a process of ‘glocalization’,' whereby the processes of
globalisation and localisation are occurring simultaneously.? Beyond these specific examples,
regulation theory is generally conducive to economic geography research because 1t actively
considers space in its theoretical framework. Indeed, as I mentioned earlier, regulation theory
seeks to account for capitalist diversity and uneven development in space as well as time and

focuses on the causes for nationally distinct patterns of regulation and accumulation.

A study of work time reduction policy in France lends itself to being viewed according to this
theoretical paradigm. First, the decision to use work time reduction policy is influenced by
historically contingent regulatory arrangements in the French ‘wage relation’. Furthermore, by
altering of patterns of production, consumption and work place organisation, the
implementation of the 35 hour week is currently having considerable impact on the ‘market

relation’, affecting most aspects of the French economy. In addition, the future effectiveness of

21 explore this concept further in Section 5.3.2 of Chapter 5.
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work time reduction policy will depend on how much it causes the French market relation to
diverge from the dominant model of international capitalism and the impact of this on French

competitiveness.

Second, research into the future viability of work time reduction policy raises similar questions
to those in contemporary regulation research concerning the degree to which the wage relation
remains nationally autonomous. Some researchers argue that “[the wage relation] is
increasingly seen as determined by outside factors, as increasingly a dependent rather than an
independent variable” (Grahl and Teague, 2000: 169). In this case, if the wage relation 1s
increasingly converging on an internationally determined model then the implication is that
national forms of capitalism are also converging on an internationally determined model of
capitalism. Consequently, nationally distinct employment policies that diverge from the
international norm, like the 35 hour week, will become harder to sustain. Given that my study
of the French 35 hour week policy considers these questions and dilemmas, the theoretical
paradigm of regulation theory fits well with my research, which contributes to contemporary

debates within the regulation school.

The institutionalist theory of the regulation school offers a plausible and well recognised
alternative to mainstream economics through which to analyse economic activity and to explain
why economies and markets are not homogenous across space. This theory embeds economic
processes in the context in which they occur, incorporating into its analysis economic, social
and political factors that determine economic outcomes. However, this theoretical approach
considers the economy from the macroeconomic level, looking at the workings of the whole
economy, nearly always at the scale of the nation-state. While I am interested in the functioning
of the French economy, my research is primarily concerned with economic processes occurring
at the regional rather than national scale. Furthermore, I am interested in the functioning of the

labour market and not the economy as a whole. Therefore, while I adopt a regulationist
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approach as the broad framework through which I organise my research and analyse my
findings, I combine this with a second related theoretical approach that is more directly
applicable to my research questions and aims. This second approach is Peck’s theory of the

political economy of the local labour market.

3.1.2 Peck’s political-economic theory of the local labour market

Labour and the labour market have received considerable attention in economic geography.
Indeed, one of the classic economic geographic preoccupations concerns the relative mobility of
capital compared with the immobility of labour (Martin, 2000: 455). This spatial tension
between the two major factors of production in the local labour market has been used as a key
site for research and as a conceptual tool. Significant influential insights have emerged from

this economic geographic research.

Since the late 1970s, the notion of a “spatial division of labour” (Massey, 1984) has been highly
influential in economic geography (see also Clark, 1980; Clark, 1983; Storper and Walker,
1984). This notion explained the geography of industry, growth and employment “through an
interpretation of the spatial organization of the social relations of capitalist production”
(Massey, 1984: 5). It showed how past and current patterns of production affected outcomes in
the local labour market, the social characteristics of labour in different places and the
corresponding division of labour. More broadly, this work built upon segmentation labour
market theories, which hold that “the social space of the labor market is not only divided into
submarkets ... but also that the rules governing the behavior of labor market actors differ from
one segment of the labor market to the other” (Peck, 1996: 46). Since the 1980s, research in
economic geography has also highlighted the socially regulated nature of the local labour
market, conceptualising the local labour market as “a site of processes of social regulation and
politico-economic governance” (Martin, 2000: 463). This research, which draws on institutional

and regulation theories, argues that the local labour market is a socially embedded institutional
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space and that “the analysis of labour markets is inseparable from a consideration of the
complex of institutional forms, patterns of governance and process of social regulation that
together constitute its ‘institutional underpinnings™” (Haughton and Peck, 1996: 319). My
research draws upon these theoretical insights that have emerged from within economic
geography in recent years. However, rather than gathering together the work of various authors
in a piecemeal fashion, I have chosen to rely on Peck’s (1996) theory of the local labour market.
This work combines the various insights mentioned above into a coherent theoretical

framework that, as I show throughout this section, is highly appropriate to my research.

In his book Work Place: The Social Regulation of Labor Markets, Peck (1996) establishes a
rationale and framework for studying the local labour market. As in my research, Peck’s
theoretical approach takes “regulation theory as its point of departure” (op cit: 110) and adopts
some of the assumptions of regulation theory mentioned above. Most importantly, he assumes
that: (1) the wage relation influences the institutional structure of the national economy; (2)
labour relations are mediated primarily through institutions, causing the labour market to be
socially regulated; and (3) the form of the national institutional structure is the outcome of past

social and political struggles.

From this starting point, Peck’s theoretical framework builds upon regulation theory in two
ways. First, he reduces the scale of his analysis of the wage relation from the national to the
sub-national, adopting the local labour market as his chief unit of analysis. He justifies this
reduction in the scale of analysis by stating “there is a need to bring subnational regulation out
of the shadows, not in ritual celebration of diversity and difference but in order to understand of
what national systems are constituted” (emphasis in original, op cit: 99). He argues that
subnational systems of labour market governance are an important unit of analysis in their own
right for two reasons. First, the local scale is the scale at which people enter and interact with

the labour market; “labour markets are lived locally” (emphasis in original, op cit: 86). He
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returns to this point again later in his analysis claiming, “a strength of local research is its
capacity to throw light on the functioning of labour market processes in different local
institutional contexts, and to generate explanations rooted in the scale at which labour markets
are lived — the local” (op cit: 112). The second reason Peck advocates for greater concern to be
given to the subnational labour market is because the national system of labour relations is the
sum of its subnational parts: “Regional systems ... are more than mere derivations from a
(dominant) national model: after all, national models are themselves constituted of a series
regional systems” (op cit: 101). For these reasons, Peck argues that the local labour market is a
“theoretically non-trivial territorial dimension to the process of labour regulation” (emphasis in
original, op cit: 106). Consequently, Peck’s theoretical framework raises the local labour market
from “the lowly status of a case study area” (op cit:112) to the more exalted status of a
theoretically important spatial scale at which the regulational structure of the labour market is

determined and from which it can be explained.

This point leads to the second way in which Peck’s theory of the local labour market diverges
from regulation theory, which is by its explicit incorporation of scale and space as variables in
his explanation of labour market relations. Peck does this by using regional institutional
variations as a tool to explain geographically uneven economic development:
[Regional] Institutional variability should neither be dismissed as noise
around a basic national model (from a top-down perspective) nor used as
evidence of the redundancy of national models (from a bottom-up
perspective). Rather it should be understood as part and parcel of a wider
process of spatially uneven development. The question is not simply which
scales are becoming more or less significant, but instead concerns the
changing relations within and between scales. (op cit: 101)
Peck highlights three ways in which local regulatory regimes contribute to uneven regional
development: (1) via national accumulation regimes creating uneven rates of regional economic
development; (2) through the uneven spatial effects of policy, whether because the policy is

explicitly regional or because nationally uniform policy has spatially uneven outcomes when

implemented across a non-uniform national economy; and (3) through the vanety of historical
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uses of space and pre-existing institutional and economic structures (op cit: 102-105). Hence,
Peck.argues that there needs to be a focus on the “geoinstitutional distinctiveness” (op cit: 106)
of the labour market, which results from national factors having locally varied outcomes as well
as specifically local factors, such as local government policies, local social structures, and local
employment and economic histories. Together, these factors create what Peck terms the
“regulatory milieux at the local level” (op cit: 107), which impacts upon oufcomes iﬁ the labour

market and its governance.

One of the strengths of Peck’s theoretical approach is that it does not consider the local labour
market in isolation. Instead, Peck’s theory of labour market governance not only looks inwards
onto the local labour market, its also looks outwards from the local labour market towards the
national economy and international capitalist environment:
Analytically, parallel emphasis needs to be placed on both the “place-
distinctiveness” of systems of labour regulation and on their “place” within
national and international networks. ... [T]he distinctive regulatory milieux of
the local labour market should be conceived not so much as a locally
organized regime or system, but more as a set of local regulatory dialectics.
(emphasis in original, op cit:109)
This parallel emphasis in Peck’s theory places the local labour market at the centre of a

dynamic and multi-directional conceptualisation of the labour market whereby the social

regulation of the local labour market is both influenced by and influences the scales above it.

Peck’s theoretical conceptualisation of the political economy of the local labour market adds
significantly to standard regulation theory in a way that is highly relevant to my research. His
reduction from the national to the subnational scale of analysis is especially relevant given the
regional scale at which I am undertaking my study. However, beyond this, Peck’s incorporation
of the local labour market as an analytical variable and not merely a descriptive tool is also
highly appropriate. In particular, his theory overtly considers the way in which the local labour

market dually influences and is influenced by the national regulation of labour. Work time
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reduction policy in the region of Nord-Pas-de-Calais is an example of this two-way
relationship. As I show later in this thesis, the regional labour market of Nord-Pas-de-Calais
experimented with work time reduction policy before the creation of the national 35 hour week.
Certain features of the regional policy were then transferred into the national 35 hour week
policy, only to return again to the region in the form of national legislation. Peck’s focus on the
uneven economic impact of policy implementation resulting from local variations in the

economic landscape and regulatory milieux is also highly relevant to my research.

3.2 Neoclassical economic theory

While political economy generally, and regulation theory specifically, are well recognised, they
are not the dominant approaches used for the study of the labour market and employment
policy. Neoclassical economics is the academic orthodoxy in this field and clearly exercises
“intellectual and policy hegemony at present within the domain of economic analysis”
(Thompson, 1999: 427). While I do not adopt a neoclassical approach nor agree with many of
its underpinnings, it is nonetheless important to my research because this theoretical paradigm
forms the mainstream of current academic economic thinking and the basis for the model of
employment policy advocated by international organisations, particularly the OECD. This has
been especially so since the influence of Keynesian and Marxist alternatives have faded in
recent decades. Therefore, it is important to consider neoclassical economic theory and position

my approach in relation to this dominant school.’

The implications for policy of the rise of neoclassical economics have been enormous. The
neoliberal policy agenda, as it emerged from Thatcher’s Britain and Reagan’s America, was
informed by neoclassical economic thinking. In the labour market, this type of economic

thinking contributed to the rolling back of the Keynesian welfare state and led to the
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