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by Pierre Salama1

Introduction

The early twenty-first century differs radically from the post-war era, from 1945 to 

the early 1980s.  Growth rates  are  lower in most  European countries,  wages are 

generally rising less steadily than national revenue, there is greater labour flexibility 

and,  with  a  few exceptions,  unemployment  has  levelled  out  on  a  high  plateau. 

Financial globalisation has advanced further than its commercial counterpart, and 

above all  is having more immediate  effects.  The financial  markets  are imposing 

heavy constraints on entrepreneurs to achieve high levels of appreciation, and this 

has serious impacts on people’s working and living conditions, and ultimately on 

social cohesion generally.

This chapter is geared both to mapping out the development of work flexibility and 

to an attempt to explain this phenomenon, transcending any mere analysis of the 

labour and employment markets. The new dominant forms in the workplace are in 

fact the result of several technological, social and financial constraints.

1. A look at the labour and employment markets

a. Revisiting some definitions

The meaning of the term “flexibility”  differs  from author to author. The OECD 

draws a distinction between “numerical flexibility” and “functional flexibility”. The 

former concerns all quantitative forms of flexibility, whether inside or outside the 
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enterprise, looking principally at wages and jobs. The latter is more qualitative in 

nature and relates to labour adaptability.  These types of flexibility are obviously 

inter-related, but they must nonetheless be differentiated. For instance, enterprises 

that  lay  greater  emphasis  on  the  long  than  on  the  short  term  will  prioritise 

development of their workforce and of the primary market,2 that is to say the “in-

house market”, which leads them to seek functional flexibility in their workforce.3

2.  Note  that  the  primary  market  is  a  labour  market  with  a  higher  level  of  protection  than  the 

secondary market, which is characterised by a fairly loose link between qualifications and skills. 

This may lead to greater or less downgrading of jobs, depending on economic circumstances, rigidity 

of  skill  structures  and therefore  of  pay scales,  and the importance  of  company seniority.  Large 

companies can keep both markets going side by side, particularly if they use fixed-term contracts 

and  temporary  employment  agencies.  Moonlighting  employees  might  be  considered  part  of  the 

secondary market, given that such undeclared work is an extreme instance of quantitative flexibility, 

extreme  because  it  is  illegal.  However,  though  black-market  work  is  fairly  common in  eastern 

Europe,  in  many European  countries  it  hardly  exists  at  all.  Lastly,  where  illegal  or  undeclared 

workers are self-employed, their status is rather different from wage-earners’.
3. It is often said that the debate in the United States concentrates more on functional flexibility than 

in Europe, where it tends to prioritise quantitative flexibility because European job classifications are 

less rigid and European labour market flexibility in both wages and jobs is less well-developed than 

in America. We might nonetheless note that introducing the 35-hour week in France has boosted 

quantitative  flexibility,  with  actual  working  hours  renegotiated  in  house,  “idle  time”  (breaks) 

eliminated and training periods partly incorporated into measures to cut working hours. Increased 

outsourcing, achieved by refocusing on the primary activity,  has promoted quantitative flexibility 

(by placing in-house and “outside” workers in competition) but also functional flexibility (labour 

reorganisation not systematically based on technological constraints, as highlighted in a wide range 

of projects by sociologists, less often by labour economists). For this, see the special issue of Tiers 

Monde (ed. Hirata, Lautier and Salama), “Les transformations du travail”, no. 154, 1998. Also, the 

threat  of  companies  moving  to  countries  with  lower  hourly labour  costs  and  a  “freer”  type  of 

workforce  management,  because  of  a  more  lenient  employment  code,  has  led  to  “forced 

renegotiation”  of  quantitative  flexibility  (wages,  working  hours)  and  qualitative  flexibility 

(reorganisation of labour) to the disadvantage of employees of such companies. Finally, while it is 

typically  companies  offering  unskilled  jobs  that  relocate,  the  strenuous  efforts  of  the  emerging 

economies, particularly in Asia, to ensure that training programmes give their workers real skills 
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Rejecting  such  a  classification,  F.  Michon  (1987)  prefers  to  contrast  capital 

flexibility,  which  means  adapting  individual  occupational  tasks,  with  labour 

flexibility.  The  former  covers  both qualitative  or  functional  flexibility  and such 

practices as leasing, subsidiarisation, and what has been called “tertiarisation” or 

outsourcing, that is to say consolidating and selling off certain activities. The latter 

concerns wage flexibility, labour casualisation, increased leeway for employers to 

make workers redundant, and working hours calculated on a monthly, or indeed a 

yearly basis. 

One  case  concerns  quantitative  flexibility…  The  other  concerns  qualitative  flexibility  in 

response to changing customer tastes and preferences, the transfer of demand for one type of 

product to another. These two types of flexibility require different basic resources: temporary 

jobs, various methods of modulating working hours and wage flexibility on the one hand, and 

flexible manufacturing systems  on the other… One makes the corporate activities flexible 

solely in order to be able to vary operational costs, and in particular, of course, labour costs; 

there is also the hope that the fact of transforming fixed costs into variable costs will reduce 

unit production costs, and obviously unit labour costs in particular. The other endeavours to 

facilitate changes in manufacturing methods, reduce the investment needed for change, the 

fixed cost of change, in order to pay it off by means of more limited production series: this is 

another way of cutting back on unit costs. (Michon, 1987, p. 10)

Even though this  classification  has  not  secured consensus  among economists,  it 

would appear more relevant than the one we described first. It leads directly on to a 

second clarification regarding absolute appreciation,  which consists in producing 

greater gains. Either real  working hours are extended or (and this is commoner) 

labour is further intensified by increasing working rates.  In the former case, the 

earliest  attempts  involved  prolonging  the  working  day,  whereas  more  modern 

approaches consist in “stopping the gaps” in the working day.4 In the latter case, the 
means the trend will soon affect more and more technically-orientated enterprises.
4. By reducing “idle time” (work stoppage), whether this arises from concessions – tea/coffee breaks 

– or mismatches between different parts of a production line – “unsustained flow”. Idle time is cut 

by reorganising work practices  and calculating working hours  in annual  rather  than daily terms 
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introduction of new technologies both decreases the value of the goods produced by 

increasing  labour  productivity  and  facilitates  a  redefinition  of  tasks  and 

intensification of labour in terms of time units, that is to say to produce more value 

(appreciation).5 

This involves modern forms of labour exploitation that can be contrasted with the 

outdated and limited method of prolonging the working day. Both scenarios give an 

impression of increasing “speed”, a feeling of stress, and lead to increasing numbers 

of nervous illnesses on the part of workers who are subjected to premature wear and 

tear of their strength and working capacity.

(Gollac, M., 2005).
5. Labour intensification refers to modern absolute-appreciation mechanisms, as opposed to the old-

fashioned approach of extending working hours. Conceptually, it differs from relative appreciation, 

though both are reflected directly or indirectly in statistics by a variation in labour productivity. 

Absolute appreciation is micro-economic, meaning that more goods and value are produced in the 

same  working  time  when  intensification  increases,  either  by  means  of  higher  working  rates  or 

organising labour so as to reduce idle time, or through increased workforce flexibility,  given the 

same facilities.  Relative appreciation is  macro-economic,  even though its  scope is limited to the 

enterprise or company. In the space of the same working day, more goods are produced by the use of 

new facilities, and so labour productivity increases. The value of each of these goods decreases and 

the  value  of  the  standard  basket  of  goods  required  for  reproducing  worker  strength is  also 

diminished.  This  relative  appreciation  mechanism  is  difficult  to  distinguish  from  the  absolute 

appreciation mechanism if we look only at changes in labour productivity,  because both of them 

increase  it.  But  the distinction is  important  if  we are to grasp  the nature of workforce attrition: 

increasing  intensification  leads  to  premature  physical  fatigue,  which  is  now  increasingly 

accompanied  by mental  “burnout”,  and is  experienced  as  a  deterioration  in  working conditions, 

which  does  not  necessarily  apply  when  the  work  becomes  more  technical  in  nature.  However, 

without going into this conceptual debate, recent literature has shown that the link between intensity 

and  productivity  is  only relevant  if  the work can  be  broken  down into relatively homogeneous 

operations:  this  provides  an  immediate  link  between  production  and  effort.  Where  labour 

organisation is more complex and collective objectives are defined, the link between intensity and 

productivity is more diluted because of the difficulty of gauging individual intensities (Gollac, M., 

2005).
4



b. Commercial globalisation and new constraints

Modernisation  of  the  production  apparatus  has  followed on from the increasing 

openness  of  these economies  and the mass  influx  of  sophisticated  technological 

goods,  thus  prompting  substantial  changes  in  labour  organisation.  However,  we 

must  be  wary  of  technological  determinism,  that  is  to  say  an  approach  which 

justifies  upheaval  in  the  organisation  of  labour  for  the  sake  of  inevitable 

modernisation.  As we know, there are degrees of freedom in the choice of such 

organisation:  it  is  common to see different  modes  of  labour  organisation  in the 

subsidiaries  of  the  same  multinational  producing  a  similar  commodity,  but  in 

different countries.

The  nature  of  the  products  manufactured  also  influences  the  choice  of  labour 

organisation and the effort to achieve functional or qualitative flexibility by making 

the workforce more adaptable. As we know, demand changes once a specific level 

of purchase power is reached, that is, diversified products tend to take over from 

standardised  ones.  This  pushes  relations  between  demand  and  supply  further 

upstream.  Diversified  demand  and  the  stress  on  quality  change  the  mode  of 

conception of stock management and delivery deadlines. Production is organised 

differently:  production flows tighten up and stocks decrease. Labour organisation 

tends to undergo a transformation: there are fewer set tasks, and teamwork increases 

alongside multi-tasking.
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Table 1: Changes in labour organisation stemming from restructuring6

Fordist types of organisation Flexible (Ohnist) types of organisation

1.  Intensification  of  division  of 

labour

2. Set tasks

3.  Rigid  and  centralised 

organisational system

4.  Worker’s  personal  autonomy 

virtually nil

5.  Repetitive  and  monotonous 

work

6. Duties requiring minimal skills

7.  Labour  organisation  =  one 

job/one man/one task

8. Low worker involvement in the 

enterprise

9.  High  turnover  rates  and 

absenteeism

10. High rejection indexes

1. Intensification of working rates

2.  Increased  worker  participation  in 

organising and controlling processes

3. Increased worker empowerment

4. Units, mini-factories, multi-tasking, 

multifunctionality

5. Duties requiring greater skills

6. Teamwork type of organisation

7.  Workers  must  be  involved  in  the 

enterprise

8.  Reduction  in  turnover  rates  and in 

absenteeism

9. Substantial drop in rejection indexes

10.  Less  frequent  conflict  between 

employer and workers

6. It is obvious, but still worth repeating, that such forms of labour organisation are relevant to large 

and medium-sized enterprises, not small companies. This means that large sections of industry are 

not affected by “Ohnism” and are having much less sophisticated forms of flexibility foisted on 

them, such as extreme job casualisation, especially since small enterprises are under-organised and 

therefore  under-protected.  Also,  where  large  and  medium-sized  enterprises  are  concerned,  this 

presentation  shows Ohnism in  an overly flattering  light,  particularly  where  items  7 and  10  are 

concerned.  As  Azkenazy  puts  it  (2005),  “job  rotation  prevents  employees  in  industry  and  the 

services from assimilating the implicit or explicit rules on security and ergonomics and establishing 

the  personal  protection  strategies  specific  to  each  job”  (p.  …),  and  “several  indicators  point  to 

dysfunctions associated with innovatory practices: tension with colleagues, superiors or customers, 

in isolation, or receiving contradictory orders” 
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11.  Frequent  conflict  between 

employer and workers

Globalisation tends to achieve flexibility by an increase in casual labour (Barbier, 

J.C., 2002 and 2004), annualised work, intensification and competence rather than 

in skills. The specific factor here is that, with investment gradually increasing as 

compared with the 1980s, both labour reorganisation and new technologies play a 

greater  role  in  increasing output  than this  increase  itself  plays  in  creating  fixed 

capital. 

Where investment is insufficient, under conditions of keen competition, the effort to 

reduce unit labour costs increasingly involves seeking greater workforce flexibility, 

though  there  is  no  automatic  link  between  the  latter  and  the  nature  of  the 

technologies  used.  Given  that  under-investment  can  be  partly  explained  by 

arbitrages  in  favour  of  financial  activities,  the  increased  importance  attached  to 

finance  on  the  corporate  balance  sheets  is  shifting  greater  weight  on  to  the 

endeavour to increase labour flexibility (see comments above).

c. Question: do fixed-term contracts lead to instability?

Flexibility has a variety of meanings, which can be rather confusing, as we have 

just  seen. For clarity’s  sake, therefore,  we shall concentrate our analysis  on two 

questions: Is the trend towards greater flexibility increasing long-term instability? 

And how are we to link that to transfers between the various forms of employment 

contract (fixed-term and permanent) and unemployment?

Is the trend towards greater flexibility increasing long-term instability?

It can be posited that instability has been a salient feature of the recent state of 

employment in France, as demonstrated by a whole range of studies, including that 

by J.F. Germe (2003). A recent analysis (Y. L’Horty, 2004) did, however, challenge 
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this view. We shall be concentrating on this latter study because it is paradoxical 

and in our view presents some sound arguments,  and we shall  set  out the main 

conclusions of the analysis.

Instability7 underwent no structural increase in the longer term (from 1969 to 2002), 

where jobs in the public and particularly the private sector were concerned. This 

period might be broken down into two phases, one from 1969 to 1993 when the risk 

of becoming unemployed increased, and another from 1993 to 2002 when this risk 

decreased.  Within  these  two  trends,  the  risk  of  becoming  redundant  varies  in 

inverse  proportion  to  the  economic  cycle:  when  the  latter  improves,  the  risk 

diminishes  and,  when a  recession  occurs,  the  risk  increases.  Similar  results  are 

obtained if we limit our analysis to private wage and salary earners over a shorter 

period  (1982-2002):  structural  stability  and  fluctuation  vary  with  the  economic 

cycle.

Figure 1: Risk of becoming unemployed in France, 1969-2002
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7. As measured by the proportion of unemployed persons among those who had been employed the 

previous year, drawing on retrospective questions and a panel survey.
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Scope: total employment.

Method: use of retrospective questions (situation at March of the year preceding the 

survey).

Interpretation: 7·5%  of  working  persons  employed  in  2001  had  become 

unemployed in 2002.

Source: Enquêtes Emploi, INSEE, from L’Horty (2004), p. 5.

Figure  2:  Relative  variation  in  instability,  1982-2002,  according  to  the  two 

methodological approaches
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Scope: see key alongside graph.

Method: retrospective questions and results of panel survey.

Interpretation: the risk of becoming unemployed as measured by the Emploi survey 

is 25% below that emerging from the retrospective questions put in 2002 to private-

sector employees.
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Source: Enquêtes Emploi, INSEE, from L’Horty (2004), p. 8.

However, this conclusion is too general: we must be a little less “macro” and strive 

to analyse movements within the different categories. In other words, these results 

do not preclude a wide range of possible risks facing the various categories. We 

might start by pointing out that the risk of unemployment varies according to age: 

the risk is high for persons under 30 and over 50, though the risk is declining for the 

latter  (yet  another  unexpected  result),  and  lower  for  employees  in  the  35  age 

bracket. Length of service is also a relevant factor: the more junior staff are always 

the most vulnerable.8 As might be expected, there is a correlation between this risk 

and the level of skills.9 

The most surprising thing is that the variation of about 50 per cent in the risk of 

becoming unemployed between skilled and unskilled workers did not increase over 

the 1982-2002 period, and even narrowed slightly in the 1990s. These deviations 

vary in size according to sector of activity: they are greater in the personal service 

sector, high in trade and the corporate services, and lower in industry and private-

sector  employment,  with a  slight  tendency to  converge.  For  instance,  length  of 

service  is  less  of  a  protection  than  it  used  to  be,  and  the  risk  of  becoming 

unemployed has now been steadily increasing for 20 years, irrespective of whether 

the employee in question is over 50. However, skills are still  protecting workers 

from forced mobility, and the risk of unemployment is not increasing in the long 

term, even if it fluctuates in inverse proportion to the economic cycle.

8. In 2002, workers with under five years’ service were twice as likely to lose their jobs as workers in 

post for longer.
9. Yet the UK has proportionally fewer unemployed unskilled workers than unemployed temporary 

workers,  unlike  France  or  Spain.  This  paradox  is  partly  explicable  by the  fact  that  workers  on 

permanent contracts are less well protected (Ortega, 2004, p. 11).
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Lastly, the criteria can obviously be combined: skilled workers in the intermediate 

age  bracket  (30-50)  with  over  five  years’  service  have  a  2  per  cent  chance  of 

leaving their employment from one year to the next, not just in the service sector 

but also in trade/corporate services. Conversely, young unskilled workers who have 

served for under five years in the personal service sector have a 20 per cent risk of 

becoming unemployed from one year to the next, 10 times greater (L’Horty, 2004, 

p.  14).  This  means  that  worker  mobility  varies  widely  among  different  social 

categories.  L’Horty  quotes  the  Amossé  study  to  the  effect  that  41  per  cent  of 

executive staff work in the same enterprise throughout their careers as compared 

with 5 per cent  of unskilled  workers.  This  is  perhaps  the ultimate  proof  of the 

existence of two separate worlds, viz the primary and secondary markets.10

10.  A slightly  fuller  analysis  would  also  take  in  “downgrading  of  jobs”.  This  is  defined  by the 

potential discrepancy between qualifications and actual skills as defined in the sectoral and corporate 

classification tables. In times of recession the “macro-economic shock” suffered by enterprises leads 

them to adjust their volume of employment. Given that this adjustment is easier to effect by quantity 

than price (wages), enterprises tend to postpone any new recruitment. 

The  consequent  queues  are  conducive  to  downgrading:  the  more  highly skilled  workers  are 

recruited if they agree to being downgraded, and the lower-skilled are relegated to the bottom of the 

list, or the back of the queue. In this way labour productivity can be increased and the unit labour 

cost lowered by recruiting overqualified employees. Between 1990 and 2000 it was noted that those 

most affected by such downgrading among 18- to 29-year-olds in France were, in decreasing order, 

holders of technical baccalauréats, general baccalauréats and higher technical diplomas. Those least 

affected were employees at the upper and lower ends of the market: those holding postgraduate or 

Grande Ecole engineering degrees on the one hand, and those with the Certificat d’Aptitude (CA – 

vocational  training  qualification)  or  the  Brevet  d’Etudes  Professionnelles (BEP  –  certificate  of 

technical education) on the other (see Gautié et al., 2000). 

The tendency to downgrade jobs also depends on the state of the market  when the jobseeker 

arrives. For instance, it is more difficult to get out of the “odd-jobbing” environment, odd jobs being 

casual  by definition and above all leading to pronounced downgrading in order to accede to the 

steadier primary market, where career prospects may subsequently limit the effects of the original 

downgrading. Finally, downgrading is often the price to be paid for finding an unemployed person a 

job. This price may be very high, including a drop in real earnings, in cases where there is little 

protection  for  workers  and  a  high  level  of  forced  worker  mobility,  as  in  the  English-speaking 
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Broadly speaking, the workers most at risk of becoming unemployed are currently 

seeing  this  risk  reduced,  while  conversely  those  enjoying  the  highest  level  of 

protection are facing an increasing risk of unemployment. Paradoxically, the feeling 

of exclusion is on the increase, which proves beyond any doubt that this feeling is 

fuelled  not  only  by  forced  worker  mobility  but  also  by  working  conditions, 

employment  status,  occupational  interest  and,  last  but  not  least,  the  level  of 

remuneration, given that poverty is increasingly bound up with work.

How  is  flexibility  linked  to  employment,  fixed-term  or  permanent,  and 

unemployment?

In his analysis of the situation in France (2000), D. Goux shows that fixed-term and 

permanent  contracts  are  complementary  rather  than  substitutable.  Goux sets  out 

four findings:

• Enterprises adapt their volume of employment in accordance with the changing 

economic  situation  and  their  results,  although  these  two  factors  are  not 

necessarily linked. 

• Most of these adjustments concern employees who have been in the enterprise 

for under one year: for instance, employees with under one year of service have 

a variation coefficient11 of 56·6 per cent as against 8·1 per cent for the others.

• Fixed-terms  contracts  are  not  only  an  adjustment  variable  but  also  a  bridge 

towards other, steadier permanent-type posts. 

• Many employees on fixed-term contracts leave because their contracts are not 

renewed, which is less costly to the enterprise  than dismissing employees  on 

permanent contracts.

countries (see above).
11. Calculated on the basis of the ratio of standard deviation to the average value, multiplied by 100.
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These  findings  require  some  slight  qualification.  A  comparative  study  of  the 

breakdown of posts into fixed-term and permanent in the United Kingdom, Spain 

and France (see Ortega, J., 2004) is extremely enlightening. On the basis of Goux’s 

thesis we would expect results for Spain and the United Kingdom comparable to 

those for France, since the differences between these countries are insufficient to 

justify major disparities: they have comparable standards of development and are 

subject to similar international constraints. And yet they produce different results. 

This  means  that,  contrary  to  Goux’s  assertions,  fixed-term  contracts  are  not 

fundamentally complementary to permanent contracts, but are rather more than that. 

Fixed-term contracts are also an expression of entrepreneurial strategies to achieve 

flexibility, which vary from country to country.12

In  2000,  the  percentage  of  employees  with  temporary  fixed-term contracts  was 

lower in the United Kingdom (6·7 per cent) than in France (14·5 per cent), and 

especially in Spain (32 per cent). We might have expected a different result, given 

that the United Kingdom lays greater stress on liberal policies than France.13 The 

deviation is even greater in the case of unskilled workers (5·3 per cent as against 

16·3 and 36·6 per cent respectively), according to Ortega (p. 11).
12. This is why it seems rather perfunctory to assert that “to tax fixed-terms contracts would not be to 

tax a specific stock of jobs and promote the rest, but rather to tax enterprises’ short-term adjustment 

capacities” (p. 309), since such adjustment capacities vary from country to country in accordance 

with legislation and practice relating to flexibility.
13.  The  OECD  calculates  a  compound  job-protection  index.  This  takes  account  of  a  series  of 

variables including length of notice for dismissals, redundancy payments due, the definition of unfair 

dismissal and compensation for such cases, length of the dismissal procedure and possible channels 

for securing reinstatement. At the end of the 1990s, the index stood at 0·8 and 0·3 for permanent and 

fixed-term contracts in the UK. It was much higher for France (2·3 and 3·6) and Spain (2·6 and 3·5). 

Note, however, that the low level of protection for workers on permanent contracts partly explains 

why these contracts cost more than fixed-term ones in the UK, and also why permanent contracts are 

commoner there than in France or Spain. The compound job-protection index uses only indicators 

relating  to  numerical  or  quantitative  flexibility,  without  reference  to  working  conditions  and 

therefore to the stress which may come with employment.
13



Comparison of the situation of workers residing in France in 1996 and 1998 shows 

that 41·2 per cent of fixed-term contracts are still fixed-term contracts two years 

later, 37·9 per cent have been changed into permanent contracts and 20 per cent of 

those  concerned  have  become  unemployed.  The  difference  with  workers  on 

permanent contracts is as follows: 94·7 per cent are still on permanent contracts two 

years on, 1·4 per cent have suffered a deterioration of their employment contract, 

which  has  become  a  fixed-term  contract,  and  3·7  per  cent  have  become 

unemployed. Over half of all unemployed persons are still unemployed (see figure 1 

in Ortega, 2004, p. 12).

Figure 3: Probability of change in employment status on the French labour market, 

1996-98

Data: OECD (2002), p. 163, based on the European Panel of Households

The  relationship  between  the  three  statuses  displayed  is  different  in  the  United 

Kingdom and Spain. Workers residing in the British Isles are much more likely than 

their counterparts in France and Spain to be assigned a permanent contract  right 
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away, but they are also much more likely to become unemployed or subsequently 

be assigned a fixed-term contract (see figure 2 in Ortega, 2004, p. 13).

Figure 4: Probability of change in employment status in the United Kingdom labour 

market, 1996-98

Data: OECD (2002), p. 163, based on the European Panel of Households

This increased probability fuels a strong feeling of insecurity in the UK, whether 

the new job involves a fixed-term or a permanent contract, despite the low rate of 

unemployment compared with Spain and France. Conversely, the probability of a 

British worker on a fixed-term contract still holding the contract two years later is 

lower than in France.

Workers  on  permanent-type  contracts  residing  in  Spain  are  more  likely  to 

experience a deterioration in their situation than their counterparts in France, but are 

less likely to become unemployed; the same applies to employees holding fixed-

term contracts (see figure 3, Ortega, 2004, p. 13).
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Figure 5: Probability of change in employment status in the Spanish labour market, 

1996-98

Data: OECD (2002), p. 163, based on the European Panel of Households

If we compare the three countries over a longer period (1990-2000),14 we note that 

in respect of average GDP growth rates, which differ only slightly (2 per cent for 

the UK, 1·7 per cent for France and 2·6 per cent for Spain), the situation in France 

is similar to that of the UK for net job creation (1·7 per cent for the UK and 1·6 per 

cent for France) but very different from the situation in Spain (5·6 per cent). In the 

case of the UK (and Spain), however, the net rate is the result of greater gross job 

creation and destruction than in France. Mobility – which is the sum of all gross job 

creations and destructions – is therefore greater in Spain and the UK than in France 

14. If we confine our analysis to large and medium-sized enterprises (over 15 employees in France 

and the UK, over 10 in Spain), for lack of comparable data, which somewhat distorts the results 

because worker reallocation (gross job creation plus destruction) is more widespread in France than 

in the UK for enterprises with under 20 employees.
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(14·4  per  cent,  11·6  per  cent  and  9·1  per  cent  respectively  over  the  period  in 

question, according to the work of Gomez and Salvador as exploited by Ortega.

2. Financial markets and their relations with the various forms of flexibility

The swift development in and novel forms of labour flexibility cannot be properly 

understood  just  by  analysing  the  labour  market  and  general  conditions  of 

employment,  because  the  labour,  goods  and  capital  markets,  far  from  being 

independent  of each other,  are  closely interlinked.  Contemporary economies  are 

also characterised by a predominance of the capital market over the other markets. 

The capital market dictates, so to speak, the conditions for minimum profitability on 

the goods market, and consequently,  these conditions can only be fulfilled if the 

labour  market  and  the  various  forms  of  employment  comply  with  these  new 

requirements. The increased importance of finance on the corporate balance sheet 

thus has an impact on the forms and intensity of the flexibility established. 

Nevertheless,  we must  be  wary  of  determinism in  this  context.  As  in  relations 

between technology and flexibility, it would be a mistake to imagine a steady and 

steadily increasing relationship between finance on the one hand and flexibility on 

the other. Finance is a variable which has been playing a growing role ever since 

the 1990s, but it is difficult to gauge precisely its effects on flexibility. Moreover, it 

is not the only variable: the full weight of the trade union organisations, the forms 

and extent  of  worker  fighting  spirit,  and  overall  relations  with  politics  are  also 

relevant, albeit in a context increasingly hemmed in by the boom in the financial 

universe and its demands.15

15. In the current state of our knowledge it would be premature to put forward any model to test the 

respective weighting of each of these variables, for one very simple reason: defining the variables is 

a  highly  complex  undertaking.  How  can  we  gauge  all  the  different  forms  of  flexibility  (what 

compound indicator could be used?), and what indicators could be used to assess “financialisation”, 

technical developments, worker resistance, etc?
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a. “Two-faced” finance

The  boom  in  financial  activities  is  not  naturally  parasitic.  Broadly  speaking, 

enterprises  operate  in  a  macro-economic  environment  where  they  have  little 

leverage and, moreover,  they do so in a context of incomplete  information.  The 

complexity  of  present-day  production  methods  increases  the  uncertainty  about 

project profitability. The need to cover such unprecedented risks is triggering the 

development of equally complex financial products.

The financial market could encourage the development of new technology – and 

thus  guarantee  that  production  facilities  would be adapted  to  make  increasingly 

sophisticated industrial products – by creating financial products tailored to the risk. 

Export  of  complex  products  has  to  involve  the  banks  and  means  organising  a 

complex and original financial package, including the use of “derivative” financial 

products to cover a whole series of risks, especially those linked to exchange rates. 

So, part of the reason why the financial market is becoming more complex is that 

production itself is becoming more complex. Really complex financing began with 

the  onset  of  liberalisation:  decompartmentalisation,  de-intermediation  and 

deregulation. Although such complexity has a cost, the profits generated more than 

cover  it.  The  development  of  finance  and  the  boom  in  sophisticated  financial 

products  have  therefore  facilitate  the  development  of  capital  in  abstract  terms, 

because the capital cycle can only operate if financial activities enable production 

capital  to be put to work. Real development  in the industrial  sector necessitates 

more-than-proportional  development  in  the  financial  sector  because  of  the 

increasing complexity of the products and the increased risks.

There is a swing towards “financialisation” if such activities are driven more by the 

attraction of new financial products per se than by the aim of reducing the risks in 

financing new production.  Once this  threshold is  passed,  finance begins  to look 
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highly parasitic and, since it is more profitable than production, it starts to develop 

at the expense of the latter.  Finance is two-faced like Janus: it has a virtuous face 

when it facilitates accrual and a parasitic face when it impedes accrual. These faces 

co-exist and dominate alternately, depending on the period and the macro-economic 

environment (income distribution, modes of integration into the global economy, 

and relations with developed economies and international money markets).

Finance has various ways and means of imposing  its  imperatives  on production 

activities, forming different combinations depending on sector and economic cycle:

• the enterprise may use trade-offs, investing more and more in financial products and 

proportionally reducing its investment in production;

• more commonly, the producer is subject to extremely strict profitability constraints 

imposed by its  main  shareholders  – which may be investment  funds targeting  a 

sharp  upturn  in  short-term  profits  –  and  must  pay  these  shareholders  sizeable 

dividends. If it fails to increase its profits, its Stock Exchange prices fall and it is in 

trouble. Whether its prices rise or fall, they then become the subject of speculation 

which,  contrary  to  what  might  be  expected,  is  not  a  zero-sum game.  Financial 

constraints at this stage are such that some listed companies decide to quit the Stock 

Exchange because their losses begin to outstrip their profits;

• the enterprise may incur massive indebtedness in mergers and takeovers, which have 

been  particularly  prevalent  since  the  start  of  the  1990s.  Indebtedness  forces  the 

enterprise  to  seek  high  rates  of  return,  to  match  the  unprecedented  demands  of 

finance. If the company fails to improve its performance, its market capitalisation 

slumps  and  the  indebtedness/capitalisation  ratio  deteriorates,  creating  a  vicious 

circle.  This in turn accentuates the requirement for swift increases in profits and 

reduction of debts, even if this means damaging long-term investment and research, 

with an eye to breaking the circle. As we shall see, inadequate investment and the 

constraint on capital appreciation constitute a difficult equation, which can be solved 

if the enterprise manages to slow down overall wage increases, secure an absolute 
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reduction in its total wage bill through job adjustments, and increase its functional 

flexibility in order to secure swift improvements in labour productivity in isolation 

from wage increases.

Where the virtuous face of finance takes over from its parasitic face, its activities 

may  be  described  as  indirectly  productive.  In  such  cases,  the  development  of 

finance is particularly “virtuous” in that it leads to an increase in notional wealth in 

cases  of  soaring  market  capitalisation:  increases  in  notional  wealth  prompt 

households to increase their consumption and so open up an additional field where 

production capital can be put to work, as happened in the United States during the 

Clinton years. This precludes any unilateral interpretation of the finance–industry 

relationship  as  finance  simply  siphoning  off  industrial  profits.  Investment  rates 

increase in tandem with indebtedness, facilitated by increasing corporate stock- and 

share-holding and increased market capitalisation.16

Where the assets purchased are abruptly devalued owing to falling Stock Exchange 

prices,  indebtedness  becomes  a  major  obstacle  to  normal  business:  the  debt 

becomes very difficult to service under these new conditions of asset dilution. This 

causes the company’s market price to plummet, which makes debt servicing even 

more  difficult.  This  leads  to  a  self-sustaining  vicious  circle,  with  an  immediate 

effect on investment: investment is curbed, assets are sold off cheaply, employees 

are made redundant and wages stagnate. This is what happened during President 

Bush’s first term in the Oval Office, but also in France and most other European 

countries,  with  the  negative  effects  of  market  crashes  on  investment,  research, 

wages and flexible  labour organisation,  particularly in sectors dealing with such 

new technologies as telecommunications.

16. Although such indebtedness partly finances the increased investment, it is mainly triggered by the 

purchase of assets at high rates during merger operations. In such cases the development of finance 

promotes an increase in growth rates.
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b. The shareholder overshadowing the employee: the consequences for flexibility

In  a  context  of  marked  volatility  on the  money markets,  the  financialisation  of 

enterprises  has  three  interlinked  effects:  on  competition  between  financial  and 

industrial capital, on the distribution of income and, last but not least, on flexibility. 

Let us examine these three effects.

Firstly, the increasing role of finance in industry is reflected in a different mode of 

profit-sharing,  to the advantage of finance.  The rise in  the proportion of profits 

derived  from  overall  value  added,  as  a  direct  result  of  the  higher  constraints 

imposed on capital appreciation, primarily whets the appetite of financial capital, 

leaving  the  share  of  profits  for  industrial  capital  in  Europe  insufficient  for  any 

substantial increase in the rate of gross accrual of the capital tied up in industry. So 

we are witnessing a threefold trend: an increase in the proportion of financial profits 

within overall profits, a general expansion in profits, and a relative regression in 

industrial  profits  net  of  the  financial  component.  This  threefold  development  is 

leading to industrialists and financiers finding their interests in opposition, to such 

an extent that some industrial groups are attempting to shake off these constraints 

by leaving the Stock Exchange. This opposition has definite effects on the more 

traditional opposition between the world of capital and the world of work, as we 

shall see below.

Secondly,  corporate  financialisation  is  leading  to  a  trend  towards  bipolarising 

income,  eroding  a  section  of  the  middle-income  strata  to  the  advantage  of  the 

upper-income bracket, a phenomenon which is plain for all to see in the United 

States and the United Kingdom. The finance-dominated expansion introduced in the 

1990s is tending to change income structures to the advantage of the wealthiest 5 to 

10 per cent of the population, who are seeing their income increase compared to 

overall earnings, while the income of the next highest 30 per cent is being split in 
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two, with the higher earners following the same trend as the uppermost 10 per cent, 

albeit less dynamically, and the rest experiencing relative impoverishment. 

A major  proportion  of  the  middle-income bracket  is  losing  its  importance,  and 

society is beginning to revert to something like the situation in the early twentieth 

century.  This was the society of the Great Gatsby,  the hero of Scott Fitzgerald’s 

novel,  which,  as  Krugman  reminds  us,  was  a  society  characterised  by  a  large 

number of employees working in the service of the wealthiest 5 to 10 per cent of the 

population. This reversion constitutes a major social regression, at variance with the 

social coherence which emerged partly from the advancement of the middle classes, 

and it is liable to undermine social cohesion. We shall re-examine this important 

point later.

Meanwhile, we might note that such a distortion in income distribution cannot fail 

to affect expenditure. To be precise, the ostentatious spending of the upper-income 

bracket is on the increase, prompting a huge increase in service prices (restaurants, 

hotels, and especially real estate), outstripping rises in price indexes and in savings. 

Savings are taking refuge in funds which are seldom or never used for investment, 

so that within this new system, paradoxically, the cost to non-financial enterprises 

of using the money markets is tending to outweigh the fresh funds they raise for 

investment, and many non-financial enterprises are now considering abandoning the 

Stock Exchange. Prioritising speculators and shareholders has a cost, as we shall 

see below.

Thirdly,  corporate  financialisation  is  tending  to  disconnect  the  progress  of  real 

wages from labour productivity and to hasten changes to labour organisation within 

companies.  To  that  extent  it  represents  a  break  with  post-war  expansion.  The 

disconnection  of  wages  from  productivity  may  be  explained  by  the  growing 

proportion of financial profits within overall corporate profits. Over the fairly long 
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term we can observe a sizeable decrease in the proportion of wages within overall 

value added, and also marked investment volatility,  as shown in the two graphs 

reproduced below:

Figure 6: Wage evolution in value added (VA) and margin rates in Europe
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Figure 7: Rate of investment in value and in volume in France

Source: OFCE (Observatoire Français des Conjonctures Economiques) 2001

The expanding proportion of profits within the income distribution system has not 

generally benefited investment. The rate of investment has either remained steady 

in  general,  or  else  dipped slightly  over  the longer  term while  remaining  highly 

volatile throughout. For instance, GDP growth, which has been low on average, is 

obtained on the basis of investment growth, which is either parallel to or slightly 

lower than that of value added. The increase in profits within value added has thus 

mainly  served  to  finance  corporate  debt  and  to  pay  shareholders  ever-higher 

dividends.
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Figure 8: The changing structure of value added

Growth, even slow growth, is therefore not the result of increasing investment rates. 

Consequently,  the  increase  in  profits  within  value  added  does  not  constitute 

tomorrow’s investments, to use a now famous phrase. It is the precondition for the 

growth of financial income.

Nevertheless, growing profits are not just the outcome of wage moderation and a 

lowering of their proportion within overall value added. Even modest growth and 

modestly rising profits result from improvements in labour productivity and capital 

efficiency.  And  these  can  only  be  obtained  through  increased  numerical  and 

functional flexibility. Therefore, labour flexibility cannot be analysed solely on the 

basis of labour market and employment studies. The new operational methods can 

be explained by a new rationale for overall appreciation, characterising expansion 

systems which are increasingly dominated by the financial sector. Under this new 
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rationale,  it  is  not  enough  simply  to  curb  wage  rises:  flexibility  must  also  be 

intensified  and  must  prompt  an  increase  in  labour  productivity,  leading  to 

increasing profits within added value.

Figure 9: Break in social cohesion

        
↓

      ↓↓

This  increase  in  the  share  of  profits  within  value  added  enables  financial  and 

industrial profits to coexist within overall profits. This means that industrial profits 

can only survive or increase within value added if the proportion of wages in the 

latter  is  greatly  reduced.  In  order  to  understand the  logic  of  this  new mode  of 

expansion,  we must run the film backwards. We must  start from the constraints 
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imposed  by  the  financial  markets,  and  deduce  the  conditions  for  maintaining 

industrial profits in terms of both the reduction of wages within value added and 

increased labour flexibility. 

So it is no longer a two-player game between the world of capital and the world of 

work. Three players are now involved, viz financial capital, industrial capital and 

labour, and the game takes place in the world of capital. 

In 2004 in France we witnessed a caricature of this situation with purchasing power 

falling, while profits were booming and dividends being handed out to shareholders. 

Things came to such a pass that the leading economist in the Ixis Bank felt moved 

to write that “capitalism is in self-destruction mode” (Libération, 3 March 2005). 

Without  fully  approving  that  sentiment,  we  cannot  escape  the  fact  that,  when 

finance dominates, flexibility tends to increase and social cohesion to decline – at 

least initially. This “initially” can be a fairly long period, with considerable impact 

in terms of exclusion and attrition of the social fabric. However, it is also possible, 

if  growth  resumes  and  unemployment  decreases,  for  such  effects  to  be  largely 

reversed, especially since many other factors are involved in a “return” to greater 

social cohesion.

Conclusion: what about social cohesion?

Hamstrung by the neo-liberal  constraints  of  the 1990s,  against  a  background of 

growing  internationalisation,  the  state  is  now  having  difficulty  discharging  its 

general  duties (schools, health,  justice and so on) and is allowing the market to 

develop  many  inequalities,17 by  failing  to  provide  sufficient  safeguards  against 

increasing social exclusion, visible in ghetto towns and districts, which foster moral 

and  economic  destitution  and despair.  Poverty  and exclusion  are  no  longer  the 

preserve  of  unemployment:  they  are  now  developing  in  the  world  of  work, 

especially in the casual sector. 
17. The trend towards bipolarisation of income can be “concealed” under a stable Gini coefficient, 

whereby the Lorentz curve is distorted at both ends.
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The difficulty of securing a decent wage, fatigue caused by increased flexibility and 

the widespread disaffection from work that fails to live up to expectations of job 

satisfaction all accentuate the feeling of two or three coexisting worlds, above and 

beyond any fine words about integration or belonging to a united body of workers. 

The sheer despair of increasing sections of the population can lead them to seek 

refuge  in  semi-religious,  communalist  set-ups,  which  are  themselves  likely  to 

undermine  social  cohesion,  fragment  society and intensify violence. Differential 

access to rights is regarded by those who have been and are being excluded as a 

sign of rejection  by those whom they consider well-off.  A minority  attempts  to 

solve this problem by withdrawing from the rest of society, while others engage in 

violence against other people, but also against themselves (destruction of their own 

environment,  which  is  already  deficient  in  public  and  social  services).  Flexible 

morality thus takes root among some excluded young people,  as a result  of  the 

fading of traditional reference models, and this has potentially disastrous effects on 

social cohesion.

In the face of such expressions of social distress, the solutions increasingly used and 

paraded as the only effective approaches are to promote work of any kind – rather 

than  unemployment  allowances  for  jobless  persons  who are  suspected  of  being 

shiftless  parasites  –  and  to  prioritise  repression  over  prevention.  Behind  such 

repressive policies lurks a philosophy that blames the welfare state for the rise of 

criminality. It accuses the welfare state of being permissive, of discouraging people 

from working or making any effort, and of condoning violence on the grounds of 

social under-spending. 
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So this  philosophy endeavours  to  instil  guilt  feelings  into  poor  people18 and  to 

replace welfare with “workfare” by requiring poor people to work rather than wait 

for social aid. Poor people who refuse to work and resort to violence to survive, in 

the absence of any form of social assistance, should be punished. This approach 

would ensure a  move away from a deliberately underdeveloped social  (welfare) 

state  to  a  deliberately  overdeveloped  penal  state.  The  lack  of  neutrality  in  this 

debate between prevention and repression is clear to see, and apparently technical 

questions (more social  expenditure  or more repression) disguise a debate on the 

type of society in which we wish to live.

Societies are only conceivable in terms of movement and change. Given that social 

cohesion is  a  process,  it  is  under constant  challenge.  Where such movement  or 

change might appear arbitrary and unfair to a large section of the population, social 

cohesion is weakened and fragmented.

Such  fragmentation  can  be  limited  by  ensuring  that  change  is  understood  and 

accepted; but, if this is to happen, there must be participation and empowerment, 

not diktat. An increase in flexibility is not necessarily damaging to social cohesion 

if  it  is  negotiated  and not  imposed,  and  if  it  is  not  geared  solely  to  increasing 

shareholder  and  financier  satisfaction  to  the  detriment  of  labour.  Only  where 

flexibility is imposed rather than negotiated – for reasons strongly influenced by 

financial interests – do inequalities increase and wages more or less stagnate, while 

income from finance booms, hollowing social cohesion out from the inside. And it 

is because the flexibility currently striven after is seldom negotiated, and is even 

imposed in many European countries – partly as a result of financial domination of 

the  production  sector  –  that  it  undermines  and  hollows  out  social  cohesion. 

18. According to R. Herrnstein, psychologist at Harvard University and author of the bestseller The 

Bell  Curve,  crime is  the consequence of  mental  and moral  depravity,  which is  prevalent  among 

people with a low IQ, who are mainly the poor and destitute. This means that there is no point in 

reducing “natural” inequalities by means of social policies.
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However, it is also because social cohesion can only be apprehended in movement 

that  this  process  may  be  considered  not  to  be  linear.  The  potential  conflicts 

generated  by  the  efforts  to  achieve  flexibility  and  the  glaring  indecencies  of 

inequality can also be conducive to social cohesion, since they raise the awareness 

of those involved in the struggles.

Social  cohesion can only be understood in motion.  A period of declining social 

cohesion may be followed by a period of consolidation, as long as growth, income 

and above all employment have been restored. So such decline is not irrevocable. 

Massive cuts in unemployment, increasing purchasing power, alleviating people’s 

fears of losing their jobs and improving their career prospects can follow serious 

infringements  of  social  and  occupational  acquis.  This  transforms  the  imposed 

flexibility,  which  undermined  social  cohesion,  into  its  very  opposite,  a  type  of 

flexibility that is accepted because of the benefit of improved living standards. Such 

a  reversal  of  trends  is  often seen as  working to  increase flexibility  in  countries 

where it has remained far below the levels reached in more prosperous countries, 

with virtually full employment and increasing real wages. 

And this is where economics is faced with one unavoidable ethical choice: does the 

expectation  that  a  decision  to  increase  flexibility,  at  the  risk  of  severely 

undermining social cohesion, might be economically efficient in the long term force 

us to agree to sacrificing a whole generation of workers, who would initially be 

forced into increasingly casual, badly paid, demeaning jobs? Or should we opt for 

negotiation in order to secure acceptance of the required flexibility at the risk of a 

slight drop in efficiency in the short term,  but with the advantage of preserving 

social cohesion?
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